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Abstract 
 
In an attempt to create employment opportunities and uplift economic 
development, government has embarked on industrial development through   
arms acquisition. The two major Spatial Development Initiatives namely, the 
Fish River SDI and the Wild Coast SDI were developed to enhance economic 
development in the Eastern Cape. The Coega Industrial Development Zone 
(IDZ) is one of the elements of the Fish River SDI aimed at enhancing 
economic development through industrial development (Haines & Hosking, 
2005). The Coega IDZ is one of government’s initiatives under the Industrial 
Participation program that has gained a lot of recognition. The Coega project 
has been under a lot of controversy since its conception and was highly linked 
to the arms deal as this project consumed most of government funds through 
the arms procurement program (Haines & Hosking 2005). The study therefore 
will attempt to address aspects premised in objectives of this study from the 
viewpoint of trade unions. 
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Chapter 1 
 
Proposal 
 
 
1.1 Introduction 
 
South Africa is one of the countries in which developmental sites such as 
industrial development zones are relatively new developments. In order to attract 
foreign investment to South Africa, government has recently embarked on the 
establishment of IDZs. The two newly established developments are the Coega 
IDZ in Port Elizabeth and the East London IDZ in East London. Both of these 
IDZs are located in the Eastern Cape, a province widely known for the 
prevalence of unemployment and underdevelopment.   
 
However, recent studies on similar sites reveal that these initiatives are similar to 
Export Processing Zones (EPZs) which have been associated with a lot of 
negative practices the dominant of which is exploitation of workers. An Export 
Processing Zone is defined as delineated, enclosed and policed area of a country 
which has an industrial estate specializing in the production of manufactured 
goods for export (Jauch, Keet & Pretorius, 1995:3) Literature on Spatial 
Development Zones (SDIs) and EPZs indicates that in countries such as the 
Phillipines; the Dominican Republic and Sri Lanka where EPZs have been 
established, labour laws are usually compromised and that within these initiatives 
worker-safety and health standards are disregarded (Jauch; Keet & Pretorius, 
1995:9).  
 
Industrial Development Zones on the other hand are geographically defined 
areas intended for major commercial activities and industrial development. IDZs 
form part of a broader Spatial Development Initiative (SDI) concept by 
government. Literally explained, Spatial Development Initiatives provide private 
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companies with the opportunity to utilize government resources such as 
infrastructure; water and electricity (Hosking, 2002). Generally defined, Industrial 
Development Zones are purpose-built industrial estates providing facilities and 
services tailored for export-oriented industries (www.lawandtax.com). 
Interestingly, IDZs are much similar to EPZ in concept and in terms of purpose. 
Both initiatives are aimed at export promotion through Foreign Direct Investment 
(FDI). The IDZ program in South Africa is implemented as part of a broader 
macroeconomic policy known as Growth Employment and Redistribution (GEAR) 
(www.coega.com). Given the position of trade unions in South Africa regarding 
this policy and the EPZ strategy, the study will attempt to examine unions’ views 
on the Coega IDZ, as this venture is also aimed at export promotion. It is also 
one of the objectives of this study to determine unions’ position on the arms deal 
as this project was highly linked to the arms procurement program which trade 
unions strongly criticized.  
 
 
 
1.2   Research Context 
 
 Eastern Cape is one of the poorest provinces in South Africa.  The overwhelming 
extent of unemployment and poverty in this region calls for an effective socioeconomic 
adjustment. The socioeconomic conditions of this region urge the need for industrial 
development that would enhance the development potential of this province and 
consequently create employment opportunities. The establishment of the Coega IDZ in 
Port Elizabeth and the East London IDZ in East London was a government initiative 
towards Industrial development in this region. These two Industrial Development Zones 
form part and are elements of the Fish River Spatial Development Initiative (SDI) as an 
attempt to explore developmental potential in this region and to facilitate industrial 
development. Since the democratic government, regional economic development has 
largely evolved around the spatial development initiatives in the Eastern Cape (Hosking 
& Haines: 2005). The motive behind the establishment of both IDZs was that of 
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promoting investment and economic growth in the Eastern Cape which is a province 
with highest unemployment rate. With the establishment of IDZs more investors will be 
attracted and therefore establish firms in the IDZ which will create more jobs for the 
people. 
 
In this study, much emphasis will be made on Coega IDZ. This is particularly because 
Coega has raised a lot of interest in the public arena which in part is due to the fact that 
this project has benefited tremendously from the arms acquisition program. Apart from 
that, there has also been much anticipation on the projects’ economic spin-offs. The 
study ought to examine what trade unions’ general perceptions are regarding Coega 
Industrial Development Zone and particularly whether unions have similar views and 
anticipations about the Coega project. It is to be examined whether trade unions are 
indeed optimistic about the future of the Coega IDZ and about IDZs in general.  
 
Many concerns about the survival of Coega have emerged and about whether or not 
Coega will succeed to bring down rising unemployment in the Eastern Cape. This has 
raised a cause for concern among many developmental academics and industrial 
participants and particularly trade unionists. Concerns regarding labour practices and 
wage issues in the newly established IDZ concept also became part of the debate 
particularly among trade union activists. Among these were unionists whose major 
objection regarding IDZs has been the operation of IDZs as Export Processing Zones 
(EPZs) a concept that would otherwise transform the whole idea of the IDZ and its 
intended benefits into beneficiaries being foreign private companies. 
 
Export Processing Zones are mainly established in developing countries which are in 
part characterized by high rates of unemployed people who are mostly unskilled. They 
are generally specialized in the production of labour-intensive consumer goods such as 
clothing. The motive behind EPZ initiatives is that of minimizing the cost of producing 
consumer goods, which more often than not means hiring cheap labour. Economic 
literature on the subject indicates that in most developing countries such as Kenya, 
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Madagascar and other African countries, the labour force often consists of women who 
are generally unskilled and therefore are paid lower wages. 
 
Export Processing Zones are therefore perceived by trade unions and other academics 
as being exploitative towards the labour force and economies of most developing 
countries. One of the many concerns of these academics about EPZs was that 
companies operating within these entities tend to exploit workers while enjoying cut- 
outs on tariffs and custom duties (ILO, 1998). In this study, these issues will be 
examined regarding the Coega IDZ in an attempt to establish whether trade unions 
perceive IDZs in the same manner as EPZs as far as Coega is concerned.  
 
1.3 Objectives of the study 
 
The objectives of the study include examining views from various trade unions involved 
in the Coega IDZ on a number of aspects that are crucial for the attainment of answers 
to the specific questions in this study. As a matter of assumption, it is important to note 
that different trade unions may have different opinions and views concerning each of the 
aspects embodied in the research objectives. The study will therefore attempt to 
address these differences, if any exist. In summary, the objectives of the study include 
the following aspects: 
• To examine trade union perceptions on the role of government on Industrial 
Development Zones. 
• Establish the extent of involvement of trade unions on industrial development 
issues as viewed by unions and to discover if unions have alternative views 
regarding industrial development. 
• To discover the extent of involvement of trade unions and the role they play on 
the formulation of economic policies with specific reference to GEAR. 
• To determine unions’ take on the arms deal as it is related to the Coega project 
• Finally, to examine the economic spin-offs of the Coega project as viewed by 
trade unions and to examine whether trade unions are represented in the Coega 
IDZ. 
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1.4 Methodology  
 
1.4.1 Nature of research 
 
 Questionnaires will be drawn and distributed to a selected sample of trade 
union representatives in the NMMM region in order to obtain answers on a 
wide range of aspects premised in the study objectives. Personal interviews 
with trade union executive members will also be conducted and these will 
serve as complementary data collecting tools. Different views are to be 
obtained from different trade unions around the NMMM especially those that 
are involved in Coega project. Data analysis methods that will be employed 
for this study will also be more descriptive as opposed to quantitative 
methods. In the case of personal interviews, a draft questionnaire containing 
questions to be asked will be prepared by the researcher well in advance in 
order to follow a sequential pattern during the interview process.  
 
1.4.2 Identification of  target population (Sample) 
 
The target population for this study will be trade unions in the NMMM region 
and particularly the ones involved in the Coega project. This in summary 
means therefore that the target population which in this instance is trade 
unions will be studied. Ten people from different trade unions involved in 
Coega will be given questionnaires to complete. A list of trade unions involved 
in Coega will be obtained from the CDC.  
 
 
1.4.3 Implementation of validity reliability and ethical principles 
 
Because this study is more communicative and exploratory than observant in 
nature, personal interviews together with structured questionnaires will be 
implemented to accommodate validity in this study. The questionnaire will be 
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prepared in advance by the researcher and will therefore serve as the main 
instrument of collecting information in this study. This is because in this particular 
study, there is quite a range of information needed. The use of questionnaires is 
suggested for its ability to collect data on a wide range of information needs and 
this is referred to as versatility (Babbie & Mouton, 2001). 
 
Questioning on the other hand, will be incorporated during the process of 
structured interviews and as mentioned earlier prior preparation of questions by 
the researcher will be done in order to collect as much information from the 
respondents. The researcher also anticipates the need for ethical principles to be 
applied and considered during the process of this study at all times and to adhere 
to these and particularly the issue of objectivity as the lack of it tends to hamper 
validity later on in the study. Objectivity as opposed to subjectivity is crucial on 
the part of the researcher as subjectivity may create errors in the study (Erwee 
,1994) 
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Chapter 2 
 
The role of Industrial Development Zones (IDZs) in South Africa 
 
 
2.1 A background on Industrial Development Zones (IDZs) 
 
Industrial Development Zones were introduced shortly after the adoption of the 
macro-economic strategy known as the Growth Employment and Redistribution 
(GEAR). IDZs are a new development in South Africa and are part of 
government’s broader macroeconomic policy GEAR. GEAR provided the 
framework for Industrial Development Zones (IDZs) under the umbrella of Spatial 
Development Initiatives (SDIs). IDZs are geographically defined areas aimed at 
facilitating commercial and industrial activities. These initiatives tend to have 
infrastructural facilities such as roads, rails, custom secure areas which enable 
different industrial activities such as manufacturing firms; service industries and 
other commercial activities to establish businesses there. Therefore firms 
operating within an industrial development zone benefit from various incentives 
granted by the government such as water, land or electricity subsidy. Investors 
from various countries around the world show interest in IDZs in order to take 
advantage of these facilities. 
 
 Government also generates income for the country from IDZs through taxation 
and levies on exports and imports.  Another motive behind the implementation of 
IDZs is that of attracting foreign investment through fostering industrial 
development. IDZs also contribute towards the creation of job opportunities 
because companies locating within the IDZs often hire local people. 
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 Industrial Development Zones can also provide basis for employment creation 
and can serve as a source of income for government through taxes on 
companies operating in the IDZ.  
 
IDZs were initially viewed as disguised Export Processing Zones a concept that 
is despised by the trade unions for its tendency to exploit workers (Hosking & 
Jauch: 1997). EPZs are defined as “industrial zones with special incentives set 
up to attract foreign investors, in which imported materials undergo some degree 
of processing before being re-exported (ILO, 2004). According to (Jauch, Keet & 
Pretorius, 1995:3) EPZs are delineated, enclosed and policed area of a country 
which has an industrial estate specializing in the production of manufactured 
goods. EPZs are mostly established in developing countries where there are high 
rates of unemployed people. EPZs were strongly opposed by trade unions in 
South Africa because of poor wages and compromised labour standards. This, 
according to trade unions was mainly because of the tendency for foreign 
companies operating within EPZs to opt for cheap labour in which workers are 
exploited. Furthermore, in countries where these industrial sites are established 
workers are prohibited from organizing trade unions within EPZs and these 
include countries such as South Korea; Bangladesh; Sri Lanka and the 
Philippines (Jauch, Keet & Pretorius, 1995:9). 
 
On the contrary, IDZs are seen by unions as the main tool for economic 
development and as an ideal strategy for development of the previously 
underdeveloped areas. The socio-economic conditions in the Eastern Cape call 
for an effective industrial development strategy that would facilitate growth in the 
province and create employment opportunities. According to the STATSSA report 
on unemployment, the Eastern Cape Province and the Limpopo province had the 
highest figure of unemployed people in the September 2006 survey. For 
instance, compared to provinces such as the Western Cape with 15% and 
Gauteng with 23.2% unemployment rate, the Eastern Cape and the Limpopo 
province shared a relatively higher figure of 32% in September 2006 (Statssa 
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report, 2006) (see table 2.1.1). Whilst there has been a slight change in the 
unemployment figure in the region, the issue is still a cause for concern. 
Considering the overwhelming rate of unemployment in the province, Coega 
could not have been established at a better time. 
 
Table 2.1.1:  Provincial unemployment rate: September 2006 
 
Province 2003 2004 2005 2006 
Western Cape 19.5 18.6 18.9 15.0 
Eastern Cape 31.7 29.6 29.9 32.0 
Northern Cape 26.4 24.5 24.7 28.7 
Free State 28.0 28.6 30.2 26.5 
KwaZulu Natal 31.6 28.7 32.8 26.6 
North West 28.4 28.0 27.4 29.7 
Gauteng 27.6 25.7 22.8 23.2 
Mpumalanga 25.3 24.8 26.9 28.0 
Limpopo 31.1 27.8 30.1 32.0 
(Source:  Statssa report on provincial unemployment: 2006) 
 
However, this figure has slightly changed between years 2005 -2006 dropping by 
about 10% to 22% in March 2006 from the 32.6% figure of year 2004 (Statssa 
report, March 2006). This visible drop in unemployment figures could in part be 
attributed to the manufacturing industry in the region which created between 16% 
- 20% employment opportunities (www.Coega.com, 26 May 2006). With such 
improvement, industrial development zones such as the Coega project could play 
a tremendous role in creating job opportunities. Companies locating into IDZs 
should be obliged to consider local people as a priority in hiring in order to ensure 
that local people benefit from these initiatives.  
 
However, there has been uncertainty about the sustainability of the IDZs in South 
Africa based on the notion that these initiatives are more likely to attract less-
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desirable firms that are only interested in exploiting the IDZs for short-term gains 
without any interest in technological investment and human capital and with no 
substantial linkages with the local economy (Jauch, 1997). The above statement 
was also characteristic of the Export Processing Zones (EPZs) which the working 
class strongly opposed.  
 
According to Jauch, these initiatives have a reputation of poor labour conditions 
in host countries, such as low wages; underdeveloped labour system and poor 
working conditions (Jauch, 1997). For such reasons  trade unions have since 
opposed the idea of EPZs in South Africa stating the fact that for a country like 
South Africa where wages are low EPZs could end up in extensive exploitation of 
workers and on further exploitation of resources.  
 
Another argument against EPZ strategy was that there was a part of this strategy 
known as Customs Privileged Facility (CPF) in which EPZs were only established 
or situated in preferred industrial regions (Dorfling, 2001:56). This left major 
distortions in the South African economy whereby certain regions are relatively 
poorer than those regions on which EPZs were established. One may relate to 
such notion especially here in South Africa whereby, of nine provinces that we 
have in South Africa, only a few are well off in terms of economic growth and that 
others are relatively poor compared to other provinces.  
 
For instance in the year 2005 the provincial economic growth rate was 4.8 % in 
the Eastern Cape compared to 5.4% and 5.7% in the Gauteng and Western 
Cape provinces respectively (see table 2.1.2). This therefore indicates significant 
imbalance in our country’s economic structure.  
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Table 2.1.2: Provincial economic growth rate 2005 
 
Province 2002 2003 2004 2005 
Western Cape 4.3 3.5 6.1 5.7 
Eastern Cape 1.7 2.6 4.2 4.8 
Northern Cape 1.4 3.7 2.7 3.9 
Free State 3.9 2.3 4.1 4.2 
KwaZulu Natal 2.6 2.9 4.7 5.3 
North West 1.7 4.5 3.6 5.1 
Gauteng 5.0 3.2 5.5 5.4 
Mpumalanga 2.5 2.7 4.1 4.3 
Limpopo 4.4 2.7 3.3 4.1 
(Source: Statssa report on provincial GDP: 2005) 
 
The province of the Eastern Cape is one of the regions that suffered 
tremendously from underdevelopment under the CPF strategy. High rates of 
unemployment and the subsequent poor living conditions in this region clearly 
indicate the negative implications of EPZ strategy in South Africa. For these 
reasons, trade unions in this country have since been strongly opposed to the 
idea of EPZs.  
 
With the establishment of Industrial Development Zones (IDZs), trade unions 
seem to have somehow played a role in preventing IDZs from operating as 
Export Premium Zones (EPZs). Contrary to the EPZ strategy, within the IDZ 
strategy trade unions seem to have ensured in Coega that labour laws are 
adhered to and that the working conditions are not compromised by foreign firms 
operating within the zones. The Zone Labour Agreement between employer 
organizations and trade unions substantiates the fact that trade unions are 
indeed involved in ensuring that labour laws are adhered to as far as Coega IDZ 
is concerned. The Coega IDZ and the East London IDZ are the two major 
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development zones in the Eastern Cape recently established to attract Foreign 
Direct Investment (FDI) and to facilitate economic growth. 
 
 
2.2 The purpose of IDZ strategy in South Africa 
 
 As mentioned earlier the Eastern Cape Province is among the provinces that 
have low economic growth and has had one of the lowest GDP contributions 
compared to other provinces in South Africa.  The issues of unemployment and 
poverty have since been problems in this region. 
 
 Industrial development in the Eastern Cape was aimed at enhancing the growth 
of industrial nodes between Port Elizabeth and East London and is part of the 
broader LED strategy aimed at addressing such disproportion in the South 
African economic development). Industrial development forms part of the Local 
Economic Development (LED). LED was designated to enhance and stimulate 
developmental potential of certain geographical areas within South Africa at a 
local level. The same applies to industrial development zones as well, as these 
are also geographically defined areas developed to facilitate industrial 
development. According to Dorfling (2001:36) Local Economic Development can 
be broadly defined as “initiatives designed both to promote growing local 
economies and address poverty alleviation”.  
 
Furthermore, it is stated that the main objectives of the LED are to create 
sustainable jobs for the population, to achieve local economic stability and to 
develop a diverse economy and employment. From this definition it is apparent 
that the IDZ concept is part and parcel of the LED approach to economic 
development. As is the case with LED approach, IDZs are also established within 
the paradigm of ensuring business attraction through incentives; small business 
development; human resource development; cities investing in business ventures 
and community based initiatives. In addition, IDZs are regarded as a new LED 
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strategy for the province of the Eastern Cape. The Coega IDZ and the East 
London IDZ are regarded as the main centers for industrial development and are 
viewed by many as having immense potential for employment creation. Given the 
unemployment problem in the city of Port Elizabeth and in the Eastern Cape as a 
whole, peoples’ hopes for employment opportunities are on Coega IDZ.   
 
From the discussion above, it can be pointed out that the general purpose of 
Industrial Development Zones is indeed to incorporate various means through 
which economic growth can be achieved. Apart from employment creation 
component, IDZs are generally believed to have tremendous potential for 
attracting foreign direct investment which in turn contributes towards employment 
creation and poverty alleviation in host countries. Apart from this, IDZs could also 
serve as tools to promote exportation of goods through the use of infrastructure 
in these initiatives. This in turn could benefit local industries wishing to compete 
globally through exports. 
 
However, in order for IDZs to attract investors, incentives have to be promised by 
the government of host countries. In addition, investor-friendly environments such 
as stable labour; convenient infrastructure; customs secure areas have to be 
portrayed for investors to come and invest. Investors generally prefer investing in 
a country where there are no strict labour laws and in which there is no frequent 
labour unrest such as strikes. Therefore, in attracting investors governments are 
faced with the challenge of having to portray an investor-friendly environment 
which at times tends to affect labour.  
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2.3 The socio-economic benefits of IDZs  
 
The anticipated economic benefits associated with the establishment of IDZs 
especially for the Eastern Cape are wide-ranging all of which are to contribute 
towards the economy of the region and of the country as a whole.  Apart from the 
widely-anticipated employment creation element in the Coega project, there are a 
whole lot of expected economic spin-offs eagerly awaited in Coega. These 
include among others: growth in the manufacturing sector which will contribute 
towards economic growth; technology transfer; skills transfer, increase in foreign 
direct investment to mention but the few. 
 
The socio-economic profile of the Eastern Cape Province has rather been 
unattractive. The province of the Eastern Cape has been characterized by a huge 
proportion of unemployed youth and poverty. Major cities on which large 
manufacturing centres are concentrated have been East London and Port 
Elizabeth including Uitenhage. The main manufacturing sector in the region has 
been the automotive and the motor industry followed by smaller sectors such as 
pharmaceuticals; plastics; agro processing; textiles; furniture; and leather 
(Dorfling 2001:40)..  Massive unemployment in the cities seems to aggravate 
matters as more and more people from the rural areas tend to flock into cities in 
search of employment opportunities.  
 
 
There has been a reported growth in the manufacturing sector in the region in the 
last few years. According to Dorfling, the Eastern  Cape Development 
Corporation (ECDC) report revealed that such economic growth has been 
attributed to the manufacturing sector as it is mentioned that this sector grew by 
21% in real terms from 1998 to year 2000 (Dorfling, 2001). Furthermore, in year 
2001 the manufacturing sector in the region generated income of about 80% 
(www.coega.com).  However, the socioeconomic conditions call for an effective 
industrial strategy that would tackle unemployment and simultaneously increase 
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economic growth. The development of the IDZ strategy towards economic 
development in the Eastern Cape could also play an integral part in the 
development and growth of the manufacturing sector in this region given a 
chance. The readily available manufacturing companies in the Eastern Cape 
could take advantage of the opportunity to use the facilities and infrastructure in 
Coega to export goods. Apart from that, the socio-economic situation in the 
region indicates that there is still a lot to be improved in the manufacturing sector 
to actually tackle unemployment. 
 
The manufacturing sector will certainly not be the sole beneficiary to the Coega 
IDZ as other sectors will take advantage of the opportunities in Coega as well. 
Local Small Micro and Medium Businesses (SMMEs) will also take advantage of 
the business opportunities that the Coega project will create. With the 
establishment of the Coega IDZ things could change for the better as 
entrepreneurial potential among local SMMEs is encouraged. According to the 
CDC report, Coega IDZ in the NMMM region has generated over 11 000 jobs and 
hundreds of entrepreneurial opportunities since its conception (CDC, 2003). The 
procurement policy designated to allow smaller companies to gain access to site 
opportunities has helped those small companies use labour intensive forms of 
production which has contributed to the creation of more jobs (CDC report, 
2003). It is also mentioned that these job opportunities in Coega are 
accompanied by Skills Development and SMME development programs driven 
by the CDC itself.  
 
 The Coega IDZ in Eastern Cape Province is regarded as a priority for growth 
and economic development (CDC, 2003). This together with growth in the 
manufacturing sector and the other IDZ in East London could improve the 
economic situation in this region in that local production could increase leading to 
an increment in contribution by this province to the national GDP. Investor 
confidence in the Coega project could also contribute to government generation 
of revenue through taxes, levies, custom duties etc. In return, this could 
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contribute towards the development and building of infrastructure in the Eastern 
Cape as a whole. 
 
 
2.4 Conclusion 
 
Implemented correctly, Industrial Development Zones could generate a 
tremendous amount of income for South Africa. There are a lot of economic 
advantages associated with the development of such initiatives most of which 
could have a positive direct impact on employment creation. Industrial 
development zones also set a favourable environment for the attraction of 
Foreign Direct Investment (FDI). Precisely, foreign investment is the main idea 
behind the establishment of industrial development zones. 
 
In a country like South Africa, where there is a great deal of inequality in terms of 
provincial economic growth and development, IDZs could provide alternatives in 
attempting to minimize such gaps. This could be carried out through ensuring 
that Industrial Development Zones are concentrated and established in areas or 
provinces that are in need of the development of the manufacturing sector. A lack 
of manufacturing companies means low production which leads to lower 
provincial income which subsequently leads to low provincial GDP contribution. 
The establishment of the Coega IDZ in Port Elizabeth and the East London IDZ 
in East London will in time produce the desired and anticipated economic spin-
offs.  
 
The success or failure of industrial development zones depends entirely on 
management and support of the zone. The government both at national and at 
local level should also play a facilitative role towards ensuring the success of 
IDZs through financial and management support by setting out regulatory 
measures to govern the operation of IDZs. 
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Chapter 3 
 
The Coega Industrial Development Zone 
 
3.1 Introduction 
 
 Coega Industrial Development Zone was established in 1996 as part of the 
government’s Spatial Development Initiatives (SDIs) strategy towards generating 
sustainable employment. SDIs and IDZs are part of the macroeconomic strategy 
known as the Growth Employment and Redistribution (GEAR) which came into 
being in 1996. There are two SDIs proposed by the Department of Trade and 
Industry (DTI) for the Eastern Cape namely: the Wild Coast SDI and the Fish 
River SDI, (Hosking & Jauch, 1997). The latter was mainly designated for agro-
tourist development while the former was mainly initiated for industrial 
development. The Fish River SDI includes both the East London and Port 
Elizabeth metropolitan areas and together, they are the core areas that generate 
the Eastern Cape’s income. It is argued that Coega IDZ near Port Elizabeth and 
the East London IDZ in East London are the two major elements of the Fish River 
SDI (Hosking & Jauch, 1997).  
 
 Coega IDZ is located 22 kilometers from the city of Port Elizabeth at the mouth 
of the Coega River. It is a multibillion rand industrial development complex 
located within the Nelson Mandela Metropolitan Municipality (NMMM). Coega 
IDZ is aimed at establishing facilities for light and heavy industries which create 
an environment in which the production of industrial goods and services could be 
exported at competitive prices (Hosking, Haines & Bank, 2002). The Coega site 
covers over 11000 hectors of land as it includes the new deep water Port of 
Ngqurha. According to the Coega Development Corporation (CDC), the Coega 
project will position South Africa as a platform for global export manufacturing 
through local and foreign direct investments (www.Coega.com, 25 May 2005). 
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The CDC was given a mandate by government to develop the Coega project 
within the defined time frame. This then gives the CDC the responsibility to carry 
out project management duties to develop the Coega IDZ. Furthermore, as one 
of its responsibilities the CDC procures a range of goods and services which 
include both moveable and immovable assets; commodities; consumables and 
infrastructural and general service providers (Coega News, 2003). 
 
 As Coega IDZ is situated on the South Coast of South Africa, it is viewed as 
being conveniently situated for shipment of goods from all around the world 
which makes it an ideal investment destination. In addition, infrastructure 
development currently taking place in Coega is viewed as the main attraction for 
foreign investors as it is situated in the centre of the main East-West trade routes 
enabling for convenient trade for markets in America; Europe; and the Asian 
Pacific region (Coega News, 2004).  
 
Coega has been seen as having great potential for employment creation in the 
Eastern Cape which is one of the provinces that has the highest rates of 
unemployment in the country. In this chapter therefore we shall discuss the 
Coega project in detail. For instance, the 2.5% decrease in unemployment rate in 
the region in the early 2006 was in part attributed to the Coega project’s 
infrastructure contracts it provided to small businesses. This indicates that 
although unemployment is still on the rise in the region, there is till more to be 
expected from the Coega project in terms of employment generation. 
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3.2 The Coega Project  
 
Coega was mainly designated for manufacturing, trading and logistics industries 
wishing to compete globally and to foster foreign direct investment through 
building an enabling infrastructure and facilities. Apart from that, there is also an 
element of SMME development within the Coega IDZ which offers small local 
businesses the opportunity to grow and expand. The infrastructure and facilities 
in Coega include among others the following:  
• Industrial parks 
• Purpose-built and world -class infrastructure 
• Inter-modal transportation linkages 
• Integration with South Africa’s newest port 
• Container, general cargo and bulk terminals 
• Economic clusters centered on backward and forward linkages 
• One-stop shop to investors 
• World class environmental policies and standards 
• Customs secure areas for exporters 
• A high tech communications infrastructure 
• Cheapest electric power 
• Access industrial  water supplies 
 
These are among the services and facilities which Coega promises to provide to 
investors and local businesses wishing to invest in Coega. As can be seen from 
the above non-exhaustive list the project is well facilitated allowing for 
competitive advantage to manufacturing industries willing to invest in Coega. 
Looking at these faculties, it can be articulated that Coega is indeed an ideal 
investment destination. 
 
The main priority investment sectors currently undertaken by the CDC include the 
following broad sectors: 
• Metals including ferro-chrome 
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• Textile 
• Automotive 
• Services 
• Chemicals 
• Energy 
 
These are the type of industry sectors mainly targeted for Coega project. This will 
be advantageous to the readily existing industry sectors in the region and in 
South Africa as a whole which in turn will facilitate up-ward and down-ward 
linkages between industries. The SMME development component through which 
contracts are given to small companies to build infrastructure in Coega readily 
exists as there are small construction companies taking advantage of these 
opportunities. 
 
 
Given the Eastern Cape’s socio-economic condition the Coega project could not 
have been built at a better time. With unemployment problem in the Eastern 
Cape the Coega project is viewed as part of the solution to this problem.  It is 
also envisaged that major economic prospects for the economic growth and 
development in the city of Port Elizabeth will rely heavily on Coega. In addition, 
government will generate more income from foreign investors opening 
companies there through taxation which in turn will contribute to infrastructure 
development. This therefore, means that the economic prospects anticipated for 
Coega are far more reaching than just a component of employment creation. 
 
However, a lot of criticisms emerged around the Coega project questioning the 
appropriateness and success of the Coega project. These emerged following the 
controversial issue of the anchor tenant for Coega. In the midst of such 
uncertainties over who the anchor-tenant for the project would be after Billiton 
and Mitsui withdrew from the deal, Germany’s Stainless Steel company 
Ferrostaal came up as a new potential anchor tenant in 1999 (Dorfling, 2001: 39). 
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This was part of the industrial offsets from a multibillion- rand counter trade arms 
procurement programme. This was a move that other potential investors within 
the country were not happy about as a number of inquiries emerged. Some 
significant questions about whether the government should intervene and the role 
that the government should play on the development of the project became the 
centre of the debate (Dorfling, 2001: 39).  
 
Furthermore, concerns from various interest groups including certain labour 
unions; citrus fruit farmers and environmentalists arguing that the arms deal 
money would be better spent elsewhere started to surface (Dorfling, 2001:40). 
Some argued that there are indeed other alternatives that could be used to 
generate employment in the area other than the ones that destroy the natural 
environment, the ones that prioritize basic-needs infrastructure investment 
throughout the Eastern Cape including the development of eco-tourism and 
small-scale agriculture (Hosking, 1999). Accompanying these concerns was the 
argument that the Coega IDZ project was a “top-down” local economic 
development strategy with few direct benefits to the local people and that most 
major decision-making about the project are taken outside the jurisdiction of the 
province. In addition, some have argued that the CDC has failed to engage local 
companies as it could have adequately and has chosen to deal with national 
actors (Hosking et al, 2002)). Despite these arguments, there has been major 
support for the project especially from government particularly in terms of 
funding. 
 
Apart from that, the project has encountered various challenges throughout the 
process of development including lack of transport infrastructure; concerns about 
labour instability; ecological challenges; linkages with local economy and the 
credibility of the industrial cluster concept (Dorfling, 2001:39). It is these 
challenges that led to questions about the appropriateness of the Coega project 
and to arguments that Coega might be an expensive way of creating jobs.  
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However, government support in terms of funding sustained the project as it is 
now progressing towards developmental stages of completion. Progress on site 
has been mainly in infrastructure such as roads, services and elements that have 
their value attached into the ground. 
 
 
3.3 The anticipated economic spin-offs of the Coega Project 
 
The Coega IDZ is regarded as having potential for creating economic growth for 
the entire country of South Africa and not only for the Eastern Cape population. 
The socio-economic conditions of the Eastern Cape Province though call for an 
effective local economic development strategy that would both provide a 
favourable climate for both crucial economic prospects such as investment and 
employment generation. There are a lot of economic advantages and benefits 
associated with the Coega project especially where the issue of employment 
generation is concerned. Apart from the element of employment creation, IDZs 
can also be useful tools to promote and stimulate economic growth through 
foreign direct investment and exportation of goods to the rest of the world 
(Dorfling, 2001). 
 
However, a lot of questions were raised over the project’s potential for creating 
sustainable jobs in the Eastern Cape most of which were directed at the project’s 
disregard of the environment. It has also been articulated that with massive 
unemployment rate currently escalating in the province, the Coega project will 
have minimal impact on job creation and poverty alleviation regardless of huge 
capital consumption that is required by the project (Hosking et al, 2002:10). In 
other words, capital required for this project will probably be more than job 
opportunities that the Coega project will create.  The Coega IDZ has also been 
criticized of predominantly targeting capital intensive heavy industry with minimal 
opportunities for SMME development which is regarded as a key component for 
poverty eradication (Hosking et al, 2002:10). Among the critics was a notion that 
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IDZs are no different from EPZs in which workers are usually exposed to 
dangerous working conditions (Hosking, 1999). However, some have opposing 
views on these matters stating that the Coega project is the key project designed 
particularly for the province to generate economic growth and alleviate poverty. 
 
 
3.3.1 SMME Development  
 
SMME development is regarded as one of the key components for economic 
growth and prosperity. It is also widely viewed as the main sector that determines 
meaningful poverty eradication. SMME development in the Coega project has 
also been one of the most debated issues.   
According to the CDC, one of the anticipated economic advantages of the Coega 
IDZ and Port are the down streaming activities expected to take place through 
the establishment of linkages between local businesses and IDZ companies. It is 
estimated that within the Coega IDZ, down streaming opportunities would have a 
positive impact on employment creation other than direct jobs in the IDZ (CDC, 
2001). According to the CDC report, these down streaming activities are 
expected to include Small & Medium Enterprises (SMME) development and 
integration of more labour-intensive industries (Coega News, 2003). Another 
aspect highlighting the CDC’s commitment to SMME development is that one of 
its objectives is to provide working contract opportunities to Port Elizabeth based 
companies that were historically disadvantaged. 
 
 
The CDC itself runs a mentorship program towards SMME development in order 
to give small businesses around the NMMM learning opportunities and business 
support. In addition to this, there is also a procurement policy in place which 
enables small companies to participate in mega construction projects. This 
procurement policy allows the CDC to break down projects into “bite-site” 
components that can be handled by small and emerging companies 
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(www.coega.com). This encourages small emerging companies to take 
advantage of these opportunities which in turn has a positive impact on job 
creation as labour-intensive methods of construction are used while small 
businesses benefit from the opportunity to gain recognition and experience. 
 
At national level, permanent income and employment generated by the Coega 
IDZ and the port are estimated to be far more significant once major companies 
start to invest in the zone. There are companies readily demonstrating interest 
towards investing in Coega which indicates that this venture is clearly promising. 
The first foreign investor Sander International (owned by a Belgian  investor) has 
already signed a 20 year lease agreement with Coega for an investment in textile 
to the value of R200 million (CDC publication, May 2005). Foreign Direct 
Investment (FDI) is one of the main reasons for industrial development initiative. 
Significant economic spin-offs are generated through foreign investment in the 
form of companies locating themselves within the IDZ. Through investment that is 
gained from such activities, technological transfer can be facilitated. This is 
because of the fact that such companies transfer knowledge and skills to new 
personnel equipping them with technological know-how. 
 
Another important aspect associated with the benefits of down streaming 
activities earmarked for Coega is that of promotion of linkages between local 
firms and companies operating within IDZs. The backward linkages within these 
activities are acknowledged to create demand for new domestically produced 
goods, employ under-utilized resources, create an environment for foreign 
exchange flow, provide training and facilitate transfer of technology 
(www.coega.com). With regard to Coega IDZ, these down streaming activities 
are the ones that would generate more employment opportunities in the region 
than the direct jobs in the zone (Coega News, 2003) 
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3.3.2 Skills development and employment creation 
 
 
Skills development is also one of the CDC’s key components of the Coega IDZ’s 
skills development programme. This programme has been designated to ensure 
that companies that wish to operate within the IDZ, offer training programs to 
their personnel (Coega News, 2004). This will contribute greatly towards building 
a skilled workforce in the Coega IDZ. Another contributing factor to skills 
development is that of skilled labour and technological transfer. This could take 
place through the transfer of some skilled labour from foreign companies aiming 
to invest in Coega by opening businesses in Coega. For instance, a Belgian 
textile company Sander International mentioned above has signed a 20 year 
contract with Coega for an investment to the value of R200 million and intends to 
send a skilled and experienced expert in the textile industry to Coega  to train  
local workers(www.coega.com). This will contribute tremendously to skills 
development and employment creation in the region as local people will be 
benefit from the skills and knowledge in this particular industry. This could be 
expected of other foreign companies as well as there are a lot of other investors 
expected to open businesses in Coega. 
 
Another contribution to skills development by the CDC is a comprehensive 
training program supported and funded by the Department of Labour which 
specializes in the provision of skills that are needed on the Coega site. The 
internship program made available to graduates also serves as one of the CDC’s 
skills development initiatives and is aimed at equipping young South African 
graduates with knowledge; skills and work environment exposure (Coega News, 
2004). Each year, Coega runs presentations at universities and technikons in 
search of suitable graduates interested in taking part in the internship program 
supported by Coega.  
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3.3.3 Foreign direct investment and economic growth 
 
One of the major anticipated economic spin-offs associated with the Coega 
Industrial Development Zone is that of its potential to attract foreign investment. 
Foreign investment in the form of companies from other countries opening 
businesses here in South Africa seems to be the main agenda of the proposed 
Coega IDZ. Foreign investment contributes tremendously towards economic 
growth in any country as there are a lot of benefits associated with it. One of the 
many advantages of foreign investment is that of its contribution towards 
employment creation. For instance when a certain foreign company opens a 
business venture here in South Africa certain job opportunities will become 
available to the public. 
 
In response to the draft regulation by the Department of Trade and Industry 
(DTI), the Congress of South African Trade Unions (COSATU) recommended 
that in applying for an operator permit in the zone, private companies should be 
bound to meet certain requirements. One of these requirements was a 
proposition that the requirements for the granting of an IDZ operator permit to 
investors should include a demonstrated commitment to best practice labour 
standards and to substantial employment generation. This therefore indicates 
that while in other countries, labour laws are compromised to attract companies 
through FDI that will not apply to South Africa, as unions have made it clear in 
their submission that stringent measures should be constituted by government to 
ensure that labour laws are adhered to. There are quite a number of job 
opportunities that could be generated through FDI as investors within these 
companies are required to hire local candidates. There is a customs secure area 
in Coega which is duty free and this serves as the main attraction for investors as 
it facilitates importation and exportation of goods at affordable costs.  
 
Such companies are also obliged to pay corporation tax whilst they are operating 
within the economy of South Africa. This in return contributes tremendously 
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towards economic development of South Africa as well as in enabling the 
government to contribute towards the improvement of social services and 
infrastructural development of the country. Most of the manufacturing firms that 
are eagerly awaited to invest and open companies in Coega will contribute 
tremendously towards enhanced and accelerated economic growth. The eagerly 
awaited steel and metal industries such as Pechiney and other chemical 
industries earmarked for Coega will enhance competitive advantage in the readily 
existing steel industries. 
 
Apart from these broad economic benefits, IDZs could play a tremendous role in 
promoting exports. The enabling infrastructural development currently taking 
place in Coega will enable local industries such as Goodyear; VolksWagen; Coca 
Cola and other major manufacturing industries to transport raw materials and 
finished products in a way that is cost-effective and convenient. It is also 
envisaged that the geographic position of the Coega IDZ also serves as one of 
the enabling factors for the transportation of goods to countries such as Japan; 
Australia; India; China and the rest of other countries within the African continent 
(Coega News, 2003). The impressive infrastructure which is of world-class 
standard in Coega is said to be the most attractive component of the Coega 
project. 
 
 
3.4 Conclusion 
 
In summary, there seems to be a lot of economic benefits associated with the 
Coega project most of which have not materialized as yet. The Coega IDZ in 
particular, is seen as essential to creating economic growth in the Eastern Cape 
and to improving the socioeconomic conditions in the region through employment 
generation. Considering the fact that the region of the Eastern Cape is among the 
leading areas in terms of unemployment, Coega is viewed as having potential for 
the creation of employment opportunities through which people’s lives could be 
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improved. Despite the uncertainties about the potential of the Coega project to 
create sustainable employment people are optimistic about the future of the 
Coega project.  The project however is still underway as the CDC is still awaiting 
more investors. 
 
Apart from the employment generation component associated with the benefits of 
the Coega project, there are a lot of other economic benefits anticipated for 
Coega. Down streaming activities in line with foreign direct investment also 
promise to be among the major economic spin-offs in Coega. One of the major 
investments procured by the Coega IDZ is aluminum -smelter company called 
Pechiney. This company according to the CDC will generate maximum income a 
year estimated at about R230 million to the Port Elizabeth area (Coega News, 
2003). Such companies will make a tremendous contribution towards 
employment generation in the region. Unions’ views on Coega and its potential to 
create job opportunities will be presented in chapter 6. 
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Chapter 4 
 
Trade unions and economic development in South Africa 
 
4.1 Introduction  
 
Trade unions have made a tremendous contribution towards achieving 
democracy in this country as it is through unions’ commitment and determination 
that worker rights are recognised (Baskin, 1996). Since the election of the 
democratic government in 1994, changes in economic and political environments 
have strongly affected trade unions. Within the democratic government trade 
unions have gained power to influence certain governmental policies but only to a 
certain extent. This is due to the fact that unions are afforded an opportunity to 
express their views on any matters affecting workers. Trade unions ensure their 
recognition within the new government through exerting political pressure on 
government to formulate policies that do not contrast with the interests of labour 
(Finnemore, 1999:43).  
 
 Furthermore, South African wage labour has historically been characterised by 
coercive institutions of racist state such as migrant labour system, which was 
aimed at enforcing unstable occupations and denying citizenship rights to the 
urban working class (Torres, 1995:30). Trade unions contributed tremendously in 
ensuring that such racial systems are no longer acceptable within the new 
government through their commitment to building stability and solidarity against 
unfair labour practices. However, within the democratic government, trade unions 
seem to be faced by a whole new set of challenges. Of note should be the fact 
that in South Africa the so called “tripartite corporatism” in which the state; labour 
and employer organizations cooperate through consensus building has been 
viewed as an ideal system for South Africa (Finnemore, 1999:9). However, with 
regard to South Africa, the tripartite alliance between the ANC; SACP and 
COSATU seems to play a huge role in influencing decision making on the part of 
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the government. In spite of the alliance’s consensus-driven democracy, 
conflicting interests during the process of policy making and decision making 
concerning industrial policy development tend to affect labour stability.  It is 
through such policies that unions recognise that there are challenges at hand that 
unions still need to tackle. 
 
 
4.2 Trade unions and economic policy in South Africa 
 
There are various interest groups within the democratic government in South 
Africa and various groups have different views over the appropriate economic 
policy.  While employers have stronger determination to lobby for policies that 
would ensure that their interests are not threatened, trade unions are lobbying for 
policies that would ensure that workers’ rights are not compromised. In simple 
terms, whilst unions recognise the need for economic restructuring with their 
interests accounted for in the process by government, employers are wary of 
policies that pose as a threat to their interests putting more pressure on the 
government.  
 
As the post-apartheid era went by, COSATU’s influential power started to wane. 
This signaled a fall in influential power of the labour movement as the ANC 
government continued implementing policies that worked in direct contrast to the 
interest of workers. This also implies that the labour movement’s commitment to 
the alliance did not bear the desired outcomes especially for labour.  
 
 
Nevertheless, in spite of continuous differences within the alliance and despite 
extensive critics on government policies by labour, the alliance continues. 
However, the future of labour participation in tripartite governance is rather shaky 
as differences between the ANC government and COSATU the working class 
movement continue to repel. According to unions, the ANC government seems to 
have been applying a principle of “we decide and let labour know” since the 
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tripartite governance. This leads to a proposition that further research on the 
political power of COSATU as the working class representative in tripartite 
governance is indeed imperative and in future new observations on unions’ 
movement might be made. 
 
 
Whilst National Economic Development and Labour Advisory Council (NEDLAC) 
was established to incorporate both labour and business, the issue of genuinely 
engaging labour into economic policy decision-making from both government and 
business seems more idealistic than real as a constant conflict of interests 
continues to push these social actors farther apart from one another. 
 
 The tripartite alliance between the African National Congress (ANC), COSATU 
and the South African Communist Party (SACP) has also since been one of the 
factors that played a crucial role in influencing government policies. COSATU’s 
position as one of the ruling party’s allies also meant more pressure on 
government because of the fact that the labour movement is also in a position of 
power as it is now part of the governing coalition.  Contrasting views over which 
policies should the government adopt to enhance economic growth and at the 
same time address measures to deal with poverty alleviation through job creation 
have since been in the agenda.   
 
In 1996, the ANC-led government introduced what was described as a non-
negotiable framework document termed the Growth Employment and 
Redistribution (GEAR). It is argued that with GEAR, the government went ahead 
without consultation with its alliance partners and initiated an economic strategy 
which it viewed as necessary to secure economic growth (Bramble & Barchiesi, 
2003). The government stated the goals of this macroeconomic strategy as 
creating: an economic growth of 6.1%; an inflation rate of 7.6% and 409 000 new 
jobs by the year 2000 (Finnemore, 1999:49). According to Finnemore,(1999: 48) 
this was to be achieved through foreign direct investment promotion by offering 
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incentives; a more flexible labour market to provide more jobs for new entrants; a 
drop in average tariff protection on imports from 10% to 7% to force local industry 
to be more competitive and privatisation through the restructuring of selected 
state owned enterprises and the reduction of state debt (Finnemore, 1999:49). 
 
However, the fact that the government went on with GEAR without consultation 
with its alliance partners gave rise to severe criticism of this macroeconomic 
strategy. Trade unions in particular clearly disapproved of GEAR and its 
implications since it was proposed. This was mainly due to the fact that GEAR 
brought with it extensive privatisation as one of its goals which was in direct 
contrast to the interest of the working class. What fuelled such criticism was the 
fact that a series of job losses which amounted to about 500 000 between 1994 
and 1999 occurred (Finnemore, 1999:49). Trade unions attributed such job 
losses directly to privatisation brought about by GEAR. Trade union critics 
regarding GEAR were premised under the following main perceptions which will 
be discussed individually: 
 
• Private-sector biased approach to economic development 
• Clashes with alliance’s commitment to socialism 
• A neo-liberal economic strategy meant for capitalists 
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4.2.1 A private-sector biased approach to economic development 
 
 
In response to privatisation as part of GEAR, COSATU articulated that 
privatisation of state assets might be supported under certain conditions such as 
that the state remained the major shareholder; that there were no job losses and 
that proceeds from the sale of state assets were also used for development and 
not just for the reduction of government debt (Finnemore, 1999:49). Trade unions 
mainly COSATU, severely criticised GEAR’s reliance on privatisation to promote 
economic growth stating that in a country with massive unemployment like South 
Africa such a strategy would adversely affect the poor people of South Africa.   
Fuelling the critics of GEAR was the argument that the expansion of social 
infrastructure while at the same time promising a cut in government spending 
was contradictory. While many economists embraced GEAR as macroeconomic 
policy for South Africa, many socialists including trade unions strongly disagreed 
with this policy.  
 
The major challenge facing the ANC government post- 1994 was how to facilitate 
accelerated growth that would raise South Africa to a higher status of 
development whilst in the process redressing the socioeconomic backlogs and 
imbalances acquired from the past regime (Bramble & Barchiesi, 2003). 
 South African government was in need of economic restructuring that would 
increase economic growth and create employment. In addition to this, the 
government needed to find suitable ways to adjust inflation and promote 
industrial development. Of note was the fact that the means of production and 
wealth were and still are concentrated in the private sector that is also 
determined to protect its interests within this new government.  
 
Little did COSATU know about the contribution GEAR would make in the South 
African economy in the long term. The private sector also plays an integral part in 
the development of our South African economy. Private companies generate 
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taxable income which makes it possible for government to develop infrastructure; 
support welfare services and build institutions such as schools. Therefore it is 
almost impossible for government to completely cut out the private sector. This is 
because, apart from the appalling political pressure, governments have to deal 
with the challenge of balancing the budget, fiscal and monetary concerns and 
allocation of resources within the national budget which enforces governments to 
opt for economic policies that would speed up economic growth in spite of 
conflicting political interests.   The private sector also plays a huge role in the 
process.      
 
                                                                                                                                                              
 
4.2.2 GEAR clashes with the alliance’s commitment to socialism 
 
The economic policy adopted by the ANC government after the 1994 elections 
was centred on the Reconstruction and Development Programme (RDP). 
According to Finnemore (1999:48) this programme was originally initiated by 
COSATU and was ultimately developed by the ANC alliance as an integrated 
socioeconomic framework. RDP was embedded on the notion that reconstruction 
and development are fundamental prerequisites to economic growth and 
prosperity. Within this economic approach, it was envisaged that the government 
should play a strong role in facilitating the objectives of this programme.  
However, according to Finnemore (1999:48), RDP seemed to be lacking in the 
areas of housing and education which adversely affected the opening of South 
Africa to global competition such as lack of job growth; devaluation of the Rand 
and the slow inflow of foreign direct investment and that forced the government to 
reconsider its economic strategy. 
 
 GEAR, replaced the RDP which led an intense debate over the appropriate 
economic policy for South Africa. Since GEAR was proposed, unions have 
criticized it pointing to its weaknesses. In its discussion paper of 2001, COSATU 
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clearly expressed its reservations regarding GEAR stating that this approach to 
economic development contrasts with the alliance’s long-standing commitment to 
socialism (COSATU Political Discussion Paper, 2001). In addition it was argued 
that GEAR marked a setback to progressive policies because whilst government 
embarked on a “conservative economic strategy” that ran against the interest of 
its constituencies, government leaders could not permit broad debate on 
economic issues but instead they posed harsh criticism for those who criticised 
their path (COSATU Political Discussion Paper, 2001). This argument revealed 
COSATU’s disapproval of GEAR. 
 
Of note should be the fact that COSATU stands for socialism for which it 
proposes extensive state intervention through combination of nationalisation, 
anti-trust legislation and other forms of legislation including price control. Within 
this argument, COSATU emphasises the fact that strong mass organizations of 
civil society must complement the role of the state (Bramble & Barchiesi, 
2003:28). What COSATU fails to understand with this line of argument is the 
question of where would a purely socialist state lead the economy? This is due to 
the fact that an economic independence in which the state and the civil society 
complement one another towards a struggle to “increase democratic decision-
making at all levels of the economy” sounds more idealistic than real.  
 
In most African countries, where socialism has been adopted as an economic 
policy, it resulted in poor economic performance. Therefore, it should be realized 
that whilst socialism have worked in some countries, it might not work in others. 
Also, this is determined by a number of factors such as a country’s 
developmental stage; political climate and other aspects that affect a country’s 
economy.   
 
 
What COSATU ignored, was the fact that a strong role by the state to meet the 
basic needs as a priority does not guarantee economic growth and prosperity. If 
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one considers other countries around Africa in which a welfare state is seen as 
an ideal policy, one would find out that such a developmental path has had its 
setbacks and that there should be certain preconditions for such policies to 
actually be effective. For instance, in Zimbabwe and in most African countries in 
which a socialist state has been adopted, such a path has had seriously adverse 
effects for the poor people in those countries. In considering the industrial policy 
debate, one should note the fact that, while certain industrial policies might have 
worked in certain countries, they might not work in others. 
 
 
4.2.3 A neo-liberal economic strategy for capitalists 
 
 Trade unions particularly disapproved of GEAR stating that such a policy has its 
roots from the neo-liberal countries such as the United States; the United 
Kingdom and the international financial institutions such as the World Bank and 
the International Monetary Fund (IMF). Trade unions’ immediate response to 
GEAR was based on the conception that this macroeconomic policy was purely 
based on enriching capitalists with no regard for poor people (Baskin, 1996:233).  
According to COSATU, this coalition consists of elements within the state; capital 
including international financial institutions such as the World Bank and the IMF; 
parts of the civil society including economics professionals located in universities 
and vocal advocates in the media. In this document, COSATU attributed the lack 
of strong opposition on GEAR on the recognition that some of the elements 
within its allies are a class of black capitalist. COSATU added to this notion by 
stating the argument that “the hegemony of the working class is being eroded 
and challenged by forces that seek a deracialised form of capitalism with no 
interest in the long-term objective of building socialism (COSATU Political 
Discussion Paper, 2001:5). 
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4.3 Trade unions and industrial policy in South Africa 
 
Industrial policy has also been one of the burning issues in the labour literature 
since the democratic government. Industrial development highly affects trade 
unions in that it has direct effects on the interests of the working class. Since the 
election of the democratic government in 1994, many changes in South Africa 
have occurred and industrial policy has also been affected by such changes. 
Economic policy changes in South Africa brought about by the democratic 
government have affected industrial development and this has affected workers. 
Industrial policy is defined as “a set of broad principles and objectives devised by 
government, or through negotiations between the state business and labour, to 
promote the viability and/ or competitiveness of a country’s industries or a 
segment thereof” (Coetzee, 2001:381).  
 
Industrial policy is influenced by the nature of the state and market. Coetzee 
distinguishes between industrial structure, industrial strategy and industrial policy 
(Coetzee et al. 2001: 383). According to Coetzee (2001:383) industrial structure 
refers to dominant sectors of the economy such as mining and agriculture; 
manufacturing, financial and other services. It also refers to state and markets i.e 
its ownership of the productive resources; its macroeconomic policies; public 
procurement and the way in which it regulates the productive and reproductive 
functions of its nation in general. Industrial structure also relates to the linkages 
between sectors of the economy and how these linkages are socially regulated. 
In other words, industrial structure refers to the resources that a country has 
including economic policies to regulate the production process within the country 
and linkages within the sectors of the economy in that particular country (Coetzee 
et al., 2001).  
 
 
Industrial strategy on the other extreme refers to “the question of how to facilitate 
an industrial development in which a process of industrial restructuring that would 
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contribute to socio-economic goals of a country such as job creation can be 
attained” (Coetzee et al., 2001:383). Industrial strategy is furthermore referred to 
as the broad vision of how the state can facilitate changes in industrial structure 
as it incorporates actual policy instruments that can be used to an industrial 
restructuring. Industrial policy entails the role of government in promoting 
industrial development beyond what would be possible without intervention, 
(Bendix, 2001:192). 
 
With regard to South Africa, industrial policy has been affected by the industrial 
system that was adopted by the apartheid government. It is stated that industrial 
policy of the apartheid government shifted towards a position where tariff reform 
and privatization were supported (Bezuidenhout in Coetzee et al, 2001:385). The 
strong militant labour movement in South Africa in the 1980s sharply challenged 
the government of the time of its repressive policies. Among such policies was 
the policy around the issue of privatization which trade unions strongly oppose. 
According to the World Bank report (1997), the legacy of apartheid particularly 
economic restrictions and weak education system hindered the development and 
emergence of small-and-medium sized enterprises. The white biased industrial 
policy and restrictions on black workers to acquire skills and education also 
played a restrictive role on the development of human resource in this country.  
 
In the early 1990s, the Congress of South African Trade Unions (COSATU) 
requested the Industrial Strategy Project (ISP) to conduct a study on several 
manufacturing sectors in order to find alternative ways to employ an industrial 
strategy that would improve South Africa’s manufacturing performance (Coetzee 
et al. 2001:385). It is argued that according to the ISP report South Africa’s 
industrial deficiencies could be attributed to the decline of the manufacturing 
sector brought about by the sustained regime of import substitution 
industrialization. Import substitution industrialization can be defined as “a state-
driven strategy to improve the balance of payments situation by substituting 
imported goods with locally produced alternatives” Bezuidenhout in Coetzee et 
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al, 2001:383). As a consequence, this import substitution industrialization 
impeded the ability of South African manufacturing industries to become highly 
competitive to world markets.  
 
Racism in manufacturing firms also played a restrictive role towards the human 
resource development among black workers. In addition to this, it is stated that 
even in firms success was hindered by racist supervisors who believed that 
certain workers did not have insights to contribute. Such racist beliefs deprived 
certain workers of the opportunity to acquire skills and contribute to technological 
development in the manufacturing sector. According to the ISP report, an 
industrial strategy had to be adopted by South Africa, the one that would create 
internal competition through competition policy, invest in human resources 
development and work place innovation and enhance the country’s technological 
capacity (COSATU submission on Industrial Policy, 2002). 
 
With reference to South Africa, distinction can be made between the pre-1994 
and the post-1994 industrial policy debate. Different perspectives concerning 
what industrial policy and/ strategy would best be suitable for South Africa to 
strengthen the manufacturing industry have since been part of the debate around 
the development of an industrial policy since the election of the democratic 
government.  
 
However, it is argued that “South Africa never had a clear industrial strategy in 
the 1990s that could have led to a coherent set of industrial policy measures” 
(Bezuidenhout in Coetzee et al, 2001:389). According to him, the conception of 
the industrial policy embedded on the Growth Employment and Redistribution 
(GEAR) and the Department of Trade and Industry (DTI) documents indicates the 
thinking of the bureaucrats on the status and the direction of industrial policy. It is 
also stated that within this industrial policy focus has been shifted towards the 
supply-side orientation in which the model of import substitution gives way to 
export-led growth (Reese, 1991:59).  
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COSATU is of the view that the content of industrial policy has a great impact on 
which social classes are strengthened and weakened in the process of economic 
development. COSATU emphasises the need for the economy’s industrial base 
and productive capacity to be increased within the South African context through 
an industrial policy that would maximise sustainable employment opportunities 
and meeting the needs of the poor.  
 
This, according to COSATU could be possible through growth in the service 
sector arising out of the manufacturing growth. COSATU is of the opinion that a 
basic strategic requirement for progressive industrial policy measures would be 
for the state to play a planning, coordinating and propelling role in developing 
industries towards the meeting of basic needs (COSATU submission on 
Industrial Policy, 2002).  
 
 
There are a whole lot of aspects that play a role in determining effective industrial 
policies and that aspects such as the country’s political, economic and social 
factors play a key role. International trade also serves as one of the key 
determining factors for economic growth and prosperity.  
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4.4 Concluding remarks 
 
In a nutshell, COSATU’s reluctance to accept the shift to capitalism portrays 
trade union’s evolution of its own economic policy. This is due to the fact that 
whilst unions had serious doubts about government policy and particularly about 
GEAR, they had no clear alternative policy in place effective enough to overthrow 
GEAR and hence its adaptation to GEAR. Of note should be the fact that  
throughout economic policy debates that have taken place within the labour 
movement, the emphasis has always been on monetary and fiscal matters and 
not on ways of capital accumulation.  
 
However, the shift to capitalism by trade unions has not progressed unchallenged 
as strong mass support on the ground exerted much pressure on the leadership 
to carry on the socialist agenda and do away with neoliberalism. In other words, 
whenever the federation draws its supporters into discussion on economic policy 
the impulses of socialism within its supporters tend to surface again impeding an 
unhindered drift towards neoliberalism.  
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CHAPTER 5 
 
Trade unions’ response to the Draft Regulation on IDZs  
 
 
 
 
5.1 Introduction 
 
The Congress of South African Trade Unions (COSATU) submitted a document 
in response to the DTI’s Draft Regulation on IDZs. In this document, the 
federation and its affiliates highlighted their views regarding the concept of IDZs 
and recommendations regarding the operation of IDZs. In this document, unions 
stood firm on their view that IDZs and particularly the Coega IDZ should be a 
state driven initiative with minimal private sector engagement as far as 
management is concerned. Apart from this, unions also stated that the correct 
implementation of IDZs could in the long-run bear significant opportunities for a 
more coordinated state-driven industrial policy in that there could be substantial 
and visible contributions towards job creation. 
 
 However, whilst not ruling out the involvement of private sector in Coega, unions 
believe that the government should be the driver of IDZs. In this chapter, aspects 
such as the concerns of trade unions about private sector will be discussed as 
well as trade unions’ approach to IDZs and related issues such as their view of 
the roles of both the private sector and the public sector as far as Coega is 
concerned. The following sub-section will pay more emphasis on unions’ 
recommendations and their vision about the Coega IDZ. 
 
 
5.2 Trade unions’ recommendations for the IDZs 
 
According to COSATU and its affiliates, the IDZ concept has evolved from its 
original conceptualization over time into a concept that endorses private sector 
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involvement while down-scaling the capacity of the state to run the IDZ program. 
The federation attributes this to fiscal pressures on the part of the Department of 
trade and Industry (DTI). However, COSATU drafted a series of 
recommendations regarding IDZs and particularly towards the Coega IDZ in its 
1999 submission. In response to the Draft Regulation that was drawn by the DTI 
regarding IDZs, COSATU laid down its propositions regarding the operation of 
IDZs.  
 
Most of these recommendations were centered on the role that the government 
should play in the development and running of IDZs. COSATU also called on 
government to tighten up the requirements for eligibility of IDZ enterprises to be 
restricted in order to avoid possible relocation of existing enterprises. Among 
these recommendations, was that the list of requirements for applying for a 
provisional IDZ operator permit should be added in order to include a specific 
commitment to best practice labour standards, the development of the area 
around the IDZ and to substantial employment generation. 
 
Taking note of the ever -changing international economic climate and the impact 
that this might have for initiatives like Coega IDZs, COSATU highlighted the need 
for an active industrial state in advancing industrialization as well as protecting 
domestic industries from extensive international competition. In this instance, 
COSATU proposed the need for government to contest international game to 
provide space for active domestic industrial policy. 
 
Regarding the issue of who the beneficiaries of the Coega project will be, 
COSATU proposed that domestic SMMEs should be stimulated and that the 
state should encourage South African companies moving up the value chain.  In 
so doing, COSATU argued that this would minimize the possibility of a situation 
in which South African companies are just suppliers to foreign companies, which 
often times have resulted in expatriation of profits to the home countries of these 
foreign companies.  
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However, although the project is still in its early stages of development, the 
federation emphasized the need for government to ensure that South African 
companies become the main beneficiaries of the Coega project.  In light of this, 
the CDC publications have indicated that, small companies around the NMMM 
have benefited from the Coega IDZ especially during the construction phase of 
the project. According to the CDC, tenders were also made available to emerging 
construction companies to take part in the construction of the Coega IDZ. 
Nevertheless, as for the beneficiaries of the actual project, it is still early to 
establish whether South African companies will indeed benefit as much as the 
federation anticipated.  
 
  Contrary to what the Department of Trade and Industry stated on the Draft 
Regulation regarding the supply side measures, COSATU was of the view that 
the supply side measure tool box should be amended and assessed in terms of 
their impact to employment creation. In other words, companies wishing to invest 
in IDZs should ensure that whilst receiving investment incentives they have a 
direct impact on employment creation (COSATU submission,1999). It was also 
an issue of concern to unions that within the Draft Regulation, there seemed to 
be ignorance as to how workers and their communities will benefit directly from 
the IDZ especially towards incidental spin-offs such as human resource 
development. 
 
 
On that note, the federation was of the opinion that it should be added among the 
requirements for an IDZ operator permit that an applicant demonstrate a 
commitment to best practice labour standards as well as to the development of 
the area around the IDZ and specifically employment generation. Trade unions 
also stressed the need for the upgrading of appropriate education and skills of 
workers in the IDZ and that this should be a priority and that investing in people 
should be one of the central objectives of the IDZ initiative.    
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5.3 Issues of concern for unions regarding the role of the private sector in     
      IDZs 
 
Unions generally believe that private companies are only concerned with making 
maximum profits with minimal commitment to the development of human 
resource. While trade unions did not entirely rule out the role of the private sector 
in IDZs, they had raised various concerns about the extent of involvement of the 
private sector in industrial development zones in their submission.  In response to 
the Draft Regulation, the federation also expressed its concerns regarding the 
extensive list of responsibilities allocated to the private sector stating that these 
responsibilities would assign more power to private companies. 
 
According to COSATU, the functions of IDZ operators as drafted by the DTI are 
as follows: 
 Reporting to the South African Revenue Services (SARS) on the movement 
of goods in and out of the IDZ 
 Establishing a licensed warehouse and providing guarantees on duties 
payable on imports 
 Ensuring the compliance of the IDZ enterprises with the Draft Regulation and 
other relevant legislation and standards 
 Providing and maintaining facilities within the IDZ for the relevant organs of 
the state exercising functions within the IDZ 
 Reporting to the Manufacturing Development Board (MDB) from time -to- time  
On the operation and development of the IDZ 
 Enforcement of internal rules and procedures to govern the activities within 
the IDZ in compliance with customs, security, environmental and other 
requirements in terms of any applicable law.  
 Ensuring compliance with the above-mentioned laws by the IDZ enterprises 
through a system of sanctioning violators 
 Maintaining the aesthetic appearance of the IDZ including all buildings, 
roadways and walkways, pause areas, refuse areas and parking areas. 
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 Controlling access into the IDZ by employing or contracting security personnel 
(COSATU submission, 1999). 
 
 Trade unions strongly argue that the responsibility to run industrial development 
zones should entirely be assigned to the government. COSATU’s concern in 
particular, was that a conflict of interest might arise because of the assignment of 
essential responsibilities that would otherwise have been assigned to 
government. The federation also noted that these responsibilities were wide-
ranging and that raised a cause for concern due to the fact that as far as unions 
are concerned this gives private companies controlling power.  
 
In light of this, the federation also argued that it would be inappropriate to assign 
crucial responsibilities such as the monitoring of goods into and out of the IDZ, 
monitoring compliance of IDZ enterprises with the Regulation and other 
legislation to private companies. The federation expressed its fear that the private 
sector could be less than compliant with environmental standards, and labour 
laws and standards, a component that is often of sensitive nature to unions. 
 
 COSATU also expressed its realization of the need for the role of the private 
sector in assisting the government where necessary but strongly opposed its full 
or partial responsibility on issues that the federation felt should be the 
responsibilities of the government. Unions argued that such responsibilities gave 
more power to the private sector to such an extent that its responsibilities 
exceeded those of the public sector in as far as IDZ operation is concerned 
(Interview with Mr. Mokoena). For instance, in the Draft Regulation it was 
included that waste removal within the IDZ was also among the functions 
assigned to private companies. The federation argued that such a function 
should be the responsibility of the municipality and that privatizing it would have 
dire implications for wages and employment security to the workers concerned. 
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In summary, as far as the issue of the roles of the private sector and public sector 
was documented in the Draft Regulation, the federation stood firm on its 
argument that most of the functions of the private sector outweighed those of the 
state. The federation noted that there was no strong driving role assigned to the 
state within the Draft Regulation regarding the issue of actively developing 
industrial development zones. Unions in this regard argued that if government 
funds were used to develop the IDZ, then the state or the government should be 
the driver of the IDZ and not private companies. 
 
5.4 Union issues of concern with the Manufacturing Development Board 
(MDB)   
 
  The Manufacturing Development Board (MDB) is a public institution that has a 
powerful role to play in terms of the development of IDZ program as far as the 
Draft Regulation is concerned. This is the main institution that has the power to 
run industrial development zones. According to COSATU, the MBD is the only 
public body to which private companies within the IDZ are accountable. Within 
the Draft Regulation, the main functions of the MDB include among others the 
following: 
 
♦ Advising the minister of Trade and Industry on the designation of IDZs and on 
matters surrounding the IDZ program. 
♦ Issuing, suspending, amending or withdrawing permits from IDZ operators, 
enterprises and service providers within an IDZ. 
♦ Regulating the activities of IDZ operators and enterprises 
♦ Coordinating the provision of infrastructure for IDZs 
♦ Facilitating and coordinating the exercise of the functions of organs of the 
state in respect of the IDZ 
♦ Monitoring the development and operation of IDZs 
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COSATU has highlighted specific concerns with certain legislative clauses within 
the MDB. The federation pointed out that in terms of the amendment to the 
Manufacturing Development Act of 1998, provision was made for the 
representation of one person on the MDB who has adequate expertise, 
knowledge and experience in labour and employment matters. COSATU noted 
that no one with such a background was appointed to represent labour on the 
Board. That has been also one of the matters of concern with the MDB for trade 
unions as they argued that such a lack of representation might have an effect on 
unions’ ability to influence the day-to-day matters relating to IDZs. 
 
In light of this, the federation recommended that the Department of Trade and 
Industry consider the restructuring of the manufacturing Development Board as a 
whole to accommodate the representation of labour into the Board. The 
federation also raised its concern over the responsibility of IDZ operators to 
report to the MDB on the development of the IDZ from time to time. COSATU 
viewed such a clause as being vague as it undermined the accountability of IDZ 
operators, which according to the federation was already limited. Regarding the 
issue of reporting, COSATU proposed that the reporting requirements for IDZ 
operators be restricted to stipulate the required frequency and content of reports. 
 
 
 
5.5 An alternative approach to IDZs as perceived by unions  
 
In response to the Draft Regulation on IDZs, COSATU laid down its vision of 
IDZs and its views of how IDZs could be used to enhance economic development 
to the advantage of local companies. 
 
COSATU was of the opinion that industrial development zones could be utilized 
to promote development in particular geographic areas, particular sectors 
targeted as crucial for industrial development and particular types of production 
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processes that foster employment creation. Unions were concerned with the 
DTI’s definition of IDZs in the Draft Regulation stating that it failed to clarify the 
way in which the above-mentioned aspects would be facilitated. COSATU’s 
argument was that, IDZs could be implemented for the fostering of forward and 
backward linkages between industries and for substantial job creation. 
 
This according to the federation could be possible through spatial prioritization, 
stimulation of local economies and ensuring greater integration of related 
economic activities. In COSATU’s view, investment in industries that are highly 
linked to other up and down-stream industries in the domestic economy will have 
multiplier effects on other sectors. In simple terms, investment inflows, increased 
demand through sourcing of supplies, lower cost inputs could have a positive 
impact on employment creation and also keep production circulating within South 
Africa other than to have primary products being exported for completion 
elsewhere in the world. 
 
The federation is of the opinion that government should facilitate the crowding in 
of related industries and that IDZs should be instrumental in planning the 
development of particularly depressed areas such as the Eastern Cape Province 
and that in return this would stimulate economic development in these areas and 
in the rural areas surrounding the IDZ itself. 
 
However, the federation also realized the possibility that mega projects, might 
tend to be highly capital intensive and that this might have adverse effects on 
employment creation. On that note, the federation suggested that such projects 
on the IDZ should only be accepted based on clearly specified projections of “up-
stream” and “down-stream” job creation measures. 
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5.6 COSATU’s reservations regarding the arms deal (a review of the 2001 
paper) 
 
In 2001, COSATU drafted its reservations on the arms deal. In this paper, the 
federation documented its views regarding the arms acquisition program and 
particularly its concerns over how the arms deal was to contribute to employment 
generation. It also focused, on broader economic implications of the arms deal as 
it relates to Industrial Participation program. The federation clearly stated its 
reservations regarding the arms acquisition program in relation to its impact on 
employment creation, stating that the arms acquisition program could have little 
or no impact on employment creation. According to the federation, government 
could only foster employment creation in four ways, namely: 
 
-Through supporting an effective economic development strategy that stimulates 
growth in relatively labour-intensive industries. 
-By maintaining a social wage that sets a floor below living standard, specifically 
ensuring adequate health, education, housing and policing. 
-By enhancing skills development 
-Through creating jobs within the state sector. (COSATU draft paper, 2001) 
 
COSATU believed that unless the arms procurement program could make direct 
contribution to the above four areas, this program might not have direct 
implications on job creation as anticipated. Regarding the issue of the arms deal 
impact on economic development, COSATU argued that the vague reporting 
procedure on industrial development programs that are part of the arms 
procurement program made assessment of its impact difficult. The federation 
also argued that the industrial participation strategy seemed likely to aggravate 
capital intensity, widen income inequalities and leave the economy vulnerable to 
international economic fluctuations due to its capital-intensive nature of 
investment.  
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Affirming their view on Industrial Participation (IP) program, COSATU argued that 
the Industrial Participation industries seem unlikely to set an enabling 
environment for economic structure that would have a direct impact on 
employment creation. Furthermore, the federation also anticipated the fact that 
due to the capital-intensive nature of the defense industry, the Industrial 
Participation projects will narrow dichotomies in the economy and consequently 
limit employment creation.  
 
COSATU’s standpoint regarding the arms procurement program based on its 
2001 submission has clearly been that the federation had an opposing view on 
the issue. In other words, the federation clearly seemed to have had serious 
reservations concerning the arms procurement program and more particularly on 
the issue of its impact on employment creation and economic growth. The 
federation highlighted that this program simply ignored to look adequately at the 
broader economic, social and employment costs and that it failed to appropriately 
weigh the opportunity costs in relation to the objectives of a developmental state. 
 
 
5.7 How did Coega IDZ benefit from the arms deal? 
 
In South Africa, extensive debate on arms trade offsets began in 1998. This 
program includes the Defense Industrial Participation (DIP) scheme and non-
defense related investment known as the National Industrial Participation (NIP) 
scheme (DTI publication, 2002). The proponents of these two schemes view 
these forms of offsets as having immense capacity to boost industrial 
development and foreign investment and that these initiatives have potential for 
the creation of job opportunities. 
 
During the late 1990s, Spatial Development Initiatives (SDIs) became the core 
component of regional development planning in the Eastern Cape Province with 
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the aim of generating sustainable employment (Hosking & Jauch, 1997). There 
were two SDIs designated for the Eastern Cape Province namely, the Wild Coast  
SDI was established for agro-tourism, and the Fish River SDI, which was 
particularly aimed for industrial development (Hosking & Jauch 1997). The latter 
includes both the cities of Port Elizabeth and East London. The major two 
elements of this SDI are the East London IDZ and the Coega IDZ (Haines, 2004). 
The Coega IDZ in particular was seen as the main element of the Fish River SDI 
and the recipient of substantial investment via the defense offsets arrangement 
(Haines & Hosking, 2005). 
 
From its conception, the Coega IDZ project was built mainly for mega-smelters 
namely zinc; stainless steel and aluminum (Haines et al. 2004). The idea was to 
attract these mega-smelters with cheap electricity deals and other government 
incentives. Since the year, 2000 government has paid more emphasis on the two 
IDZs i.e. the East London IDZ and the Coega IDZ neglecting the other elements 
of the Fish River SDI. At this time, that IDZs have become an integral part in 
government’s development planning, the economic impact of globalization had 
worsened the situation in the Eastern Cape and in the country as a whole. This 
economic situation has been exacerbated by tariff reduction, weak controls on 
imports and economic deregulation, which has led to companies relocating to 
overseas countries. 
  
The idea of an IDZ in area of the Coega mouth was proposed in 1970 by local 
landowners and businessmen when they saw that the area could be used as a 
ship-repairing facility (Haines & Hosking, 2005). By 1996, the idea of building a 
port at the mouth of the Coega River was announced publicly. Feasibility studies 
were undertaken by a non-profit company set up by local businesses driven by 
the Port Elizabeth Regional Chamber of Commerce and Industry in 1996 to 
assess the viability of the idea of building a port at the mouth of the Coega River. 
By 1997, the feasibility studies were completed and the study verified the viability 
of the project in all respects.  
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Nevertheless, as the year 2000 progressed, it became clear that negotiations 
associated with arms offset deals were going to take longer than expected. 
Critical questions emerged over the integrity of some of the negotiators and over 
how the new production capacity at Coega would fit in with South Africa’s existing 
steel industry. The idea of locating the steel plant offsets at Coega was criticized 
from various quarters, especially by existing South African Steel companies 
(Haines & Hosking, 2004) 
 
Private companies that were initially interested to participate in the project 
suddenly lost interest and withdrew. The area covered by the IDZ was reduced 
from 17000 to 12000 hectares (Haines & Hosking, 2004). The CDC began to 
argue that the government did not after all need an anchor tenant for Coega to be 
viable and that if the government built the harbour, the tenants would come 
(Hartle in Haines, 2005). The CDC once again reaffirmed the project’s viability. It 
was at this moment, that the arms deal became a sustaining factor to the Coega 
project.  
   
In search of a viable anchor tenant, the DTI changed strategy entirely in late 
2000, to promote a diversified export-led industrial park that combines traditional 
techniques associated with heavy industrial development, alongside a lighter 
industrial sector (Haines & Hosking, 2005). This strategy had a strong sense of 
appeal in it, such as, “once the CDC built the infrastructure, the investors would 
come” (Haines & Hosking, 2005).  
 
But then, the problem with this strategy was that it did not consider the issue of 
facilities that were to be built at the Coega harbour and the shipping that was to 
be provided for. A company called P & O Nedlloyed came to the rescue and after 
a series of negotiations, this company finally agreed to run the container facility, 
and logistics park at the port (Haines et al., 2004). Another cost and benefit 
analysis was carried out and in July 2001, these were completed and the report 
came back stating that Coega was economically viable.  
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However, severe critics from the Durban Chamber of Commerce and Industry 
(DCCI) and other industries emerged, seeking for a clear justification for the use 
of government funds into the Coega project (Haines et al., 2004). Once again, 
the CDC was rescued and this time, by a company called Aluminum Pechiney. 
This aluminum smelter company presented the CDC with a proposal to build, 
invest in and run a $1.6 billion smelter in the Coega IDZ. The DTI offered 
incentive packages acquired through arm purchases to verify the deal. Once 
more, the association between Coega and the arms deal resurfaced. Since then, 
extensive advertising and marketing through government-funded campaigns 
mounted and optimistic comments emerged.  
 
From the above discussion, it is clear that the Coega IDZ has hugely benefited 
from the arms deal. Judging by extensive complications that the Coega project 
endured, it is clear that without government support, the Coega project might 
have failed. On numerous occasions, the arms deal offsets was associated with 
the Coega IDZ and that government funds were used to support this project. 
Based on this, trade unions argue that because Coega is a government entity 
and that state funds were used in the process of building this entity, the 
management of this project should strictly be in the hands of the state. 
 
5.8 Conclusion 
 
The Coega IDZ has gained a lot of government recognition and has benefited a 
lot from government funds. Meanwhile, the other sectors of the economy such as 
tourism; agriculture and marine life seem to have been abandoned. On a number 
of occasions the arms deal funds have been spent on the project by government 
to attract investor confidence into the project and hence the association. Trade 
unions are of the opinion that since government has spent large sums of funds 
into the project, the state therefore should be the driver of this IDZ.   
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Chapter 6 
 
Attitudes and perceptions of unions about the Coega IDZ (Empirical 
Findings) 
 
 
 6.1 Introduction 
 
A study on the perceptions and attitudes of trade unions on the Coega Industrial 
Development Zone was conducted. A sample of ten trade unions in the Port 
Elizabeth area was selected. Of ten questionnaires distributed to trade unions, 
only seven filled questionnaires came back which was sufficient for analysis. A 
few interviews with executive trade union members were also conducted which 
allowed for a well informed analysis on a number of issues pertaining to the 
study. 
 
6.2 A brief summary of findings 
 
One of the objectives of this study was to determine the role played by trade 
unions on the development of the Coega Industrial Development Zone. There 
has been growing debate about the sustainability of IDZ initiatives in developing 
countries like South Africa. Apparently, there has been fear that IDZs could be 
disguised Export Processing Zones (EPZs). EPZ strategy in South Africa and in 
most developing countries has since been associated with extensive disregard 
for labour laws. Experience with Export Processing Zones (EPZs) in host 
countries has led to conclusions that these initiatives attract firms that are only 
interested in exploiting EPZs for short-term gains without any investment in 
human capital and with no substantial linkages with the local economy (ILO 
report, 1998). The following section will present empirical findings of the study on 
this aspect. 
 
The study indicates that with regard to the Coega IDZ trade unions mainly major 
ones like COSATU have indeed played a tremendous role in the establishment of 
  61 
IDZs. It has been through COSATU representation at NEDLAC that trade unions’ 
perceptions regarding the running of IDZs have been considered. According to 
COSATU affiliates, there has been extensive consultation with local trade unions 
as far as the Coega IDZ is concerned even prior to its development as an IDZ 
(Interview with Mr. Ivan Jim, October 2005). The study indicates that from the 
initial development of the Coega IDZ concept, trade unions have been engaged 
and that through their engagement they managed to stand firm on their position 
to oppose the existence of EPZs practice within the Coega IDZ. Another 
instrumental role that trade unions played regarding the establishment of IDZs 
was that of ensuring that contractors that were to be hired during the construction 
stage of the Coega project come from previously disadvantaged areas. The study 
indicates that the most influential instrument that trade unions used to ensure 
their role in IDZs was through COSATU’s 1999 submission to the Department of 
Trade and Industry (DTI) responding to the Draft Regulation. In response to the 
Draft Regulation on IDZs, COSATU laid down its recommendations regarding the 
running of IDZs and their views of how IDZs could be used to the advantage of 
the poor communities surrounding the IDZ area. 
 
 Unions stipulated in the submission that companies wishing to invest in Coega 
IDZ should be obliged to facilitate an element of human resource development as 
a prerequisite on the application for an IDZ operator permit. In so doing, the 
tendency for foreign companies to exploit workers and government funds for their 
gain would be eliminated (COSATU submission, 1999). As far as Coega IDZ is 
concerned, the study shows that trade unions strongly oppose EPZs and that 
with Coega IDZ they played a pivotal role through COSATU the dominant 
federation in ensuring that EPZ practices do not apply within Coega. The study 
indicates that concerning COSATU’s views and recommendations on how IDZs 
should be run, the Department of Trade and Industry responded positively to the 
federation’s demands by setting out a platform for negotiations with unions on 
matters pertaining to Coega IDZ. The empirical findings of the study are 
presented in a tabular form in the following sections. 
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6.2.1 Section A:  Trade unions’ perceptions on industrial policy in SA 
 
Name of 
Union 
Are unions 
involved in 
industrial policy in 
S.A? 
Role played 
towards 
establishment of 
Coega IDZ 
Role played 
towards the 
EPZ 
strategy in 
SA. 
Position with 
regard to 
GEAR as a 
macroecono
mic policy in 
SA 
Union views 
on role of 
the 
government 
on IDZs. 
The DTI’s 
response to 
COSATU 
submission on 
IDZs. 
MEWUSA Yes, but in major 
decisions we as 
unions are excluded 
We fought for 
better working 
conditions and 
worker rights. 
We fought 
against EPZ 
practices in 
South Africa 
GEAR failed to 
create 
employment in 
South Africa 
as was 
anticipated 
Government 
should play 
a facilitative 
role in IDZs 
The DTI promised 
to consider some 
of COSATU’s 
recommendations 
NUM Represented 
through COSATU, 
unions are involved 
in industrial policy 
matters 
Prevented poor 
working conditions 
and disregard of 
labour laws in 
Coega 
EPZs are not 
welcome in 
our country 
because 
they do not 
protect 
workers 
GEAR did not 
deliver as 
promised on 
job creation 
IDZs should 
be governed 
by the state 
The DTI 
responded 
positively to 
recommendations 
made by 
COSATU 
NUMSA Through COSATU 
our federation, our 
union is involved in 
industrial policy 
matters and at 
NEDLAC  
COSATU our 
federation, 
submitted a 
document to the 
DTI containing a 
series of 
recommendations 
on IDZ operation 
We opposed 
the EPZs 
and have 
ensured that 
with IDZs 
worker rights 
are protected 
GEAR came 
with 
privatization 
which led to a 
lot of job 
losses in this 
country. 
Government 
issues a lot 
of funds to 
develop 
IDZs 
therefore it 
should run 
IDZs. 
It promised to 
consider our 
recommendations 
SAEWA No, because trade 
unions are just 
involved in name 
only 
Ensured that 
safety and health 
standards are 
maintained in 
Coega 
EPZs are 
known for 
poor labour 
conditions 
and 
therefore our 
union is 
against such 
practices 
GEAR failed to 
create 
employment 
Government 
should own 
and run 
Industrial 
Developmen
t Zones 
_______ 
NETU No, because trade 
unions are often 
sidelined on major 
decision making 
We also signed 
the Zone Labour 
Agreement which 
highlights safety 
standards.  
_______ 
Gear 
introduced 
privatization 
that caused 
retrenchments 
Government 
should 
ensure that 
the laws of 
this country 
are 
respected in 
IDZs 
_______ 
FAWU No, because if so, 
we wouldn’t have 
GEAR 
Prevented poor 
working conditions 
_______ 
GEAR did not 
create 
employment 
as promised 
IDZs should 
be state- 
controlled 
______ 
BCAWU Through NEDLAC 
unions are involved 
Unions signed the 
ZLA for worker 
rights 
_______ 
GEAR did 
nothing for the 
working class 
Government 
should play 
a big role in 
running IDZs  
______ 
Table 6.2.1:  Union’s views on industrial policy in South Africa 
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In South Africa, government’s macroeconomic strategy known as Growth 
Employment and Redistribution (GEAR) provided the framework for the 
development of geographically defined areas in which incentives are granted to 
selected firms to establish themselves. Trade unions have since perceived GEAR 
as a structural adjustment program, which has destroyed most economies in the 
continent of Africa. Spatial Development Initiatives (SDIs) were part of the 
government’s plan to stimulate industrial development in the Eastern Cape. One 
of the main aims of this study was to examine trade union’s position on GEAR to 
establish whether unions’ position has changed or not over time. The study 
indicates that whilst trade unions embrace IDZ initiative, their position on GEAR 
as a macroeconomic policy has remained unchanged. Unions still perceive 
GEAR as a neo-liberal policy, which has defined the state’s role on industrial 
development as that of a facilitator. In this regard, unions call on government to 
take extensive control over the operation of IDZs.  
 
Unions argue that GEAR marked a setback to progressive policies in South 
Africa (COSATU political discussion paper, July 2001). Since the introduction of 
GEAR in 1996, unions have persistently attacked the policy stating that the free-
market approach adopted by government within this policy has made substantial 
gains for capital and that the poor have suffered under this policy. However, in 
spite of their extensive criticism on GEAR as a macroeconomic policy, unions are 
quite optimistic about the IDZ initiatives and more so on Coega IDZ as they are 
positive that the Coega IDZ will in part solve the problem of unemployment in the 
Eastern Cape. 
 
With regard to industrial policy matters, while other unions believe that trade 
unions are indeed involved in policy matters there are those few that are of the 
view that unions are just involved in name only. These unions argue that whilst 
there are institutions such as the National Economic Development and Labour 
Advisory Council (NEDLAC) where policies and labour issues are debated, 
unions are still excluded in terms of decision making. Table 6.2.1 above also 
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indicates that trade unions also played a tremendous role in ensuring that the 
poor working conditions and disregard for labour laws associated with similar 
strategies such as EPZs are not applicable in Coega IDZ. The submission by 
COSATU in response to the DTI’s draft regulation on IDZs also indicates that 
unions also played a part in conception and development of Industrial 
Development Zones. This is substantiated by the fact that the Department of 
Trade and Industry took into consideration some of the recommendations made 
by this federation in the document and that negotiations were made with unions 
concerned. 
 
 Coega IDZ is one of the projects that are supported substantially in terms of 
funding by government for this reason; trade unions regard Coega IDZ as a 
government entity. Therefore unions are of the view that government should be 
the driver of IDZs and not private companies or investors. There is a common 
notion among trade unions that where government has spent public funds in an 
attempt to develop the infrastructure, private companies have a tendency to show 
interest and enter. Trade unions argue that government should create strict 
stipulations when granting operator permits to private companies, one of which 
should be a guaranteed contribution towards employment creation. 
 
As Coega is a government initiative, unions take the view that the state must 
intervene in the running of Coega IDZ and that the state itself must continue to be 
vigilant from a public policy standpoint that the benefits should indeed be 
beneficial to the people. Furthermore, unions call on the state itself to act on 
extremely tight margins where private sector is concerned.    
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6.2.2 SECTION B: Unions’ views about the Coega IDZ 
 
Name of union Were unions 
consulted 
prior to 
establishmen
t of Coega? 
Does Coega 
have potential 
for 
employment 
creation? 
Is Coega an 
expensive 
way of 
creating 
jobs? 
Is there any 
private sector 
involvement 
in Coega 
Are 
unions 
represen
ted in 
the 
Coega 
manage
ment 
Which 
companie
s are 
likely to 
invest in 
Coega? 
Is Coega a solution 
to unemployment in 
the Eastern Cape? 
MEWUSA Yes, unions 
were 
consulted 
Yes, investors 
are already 
showing interest 
which means 
there’ll be more 
jobs 
No, because 
there’ll be 
more benefits 
for the 
economy than 
just jobs 
Yes, because 
most investors 
are private 
companies 
_____ 
Textile 
companies
; metal and 
transport 
companies 
Partly yes, but there 
should be more 
manufacturing 
companies to tackle 
unemployment 
problem 
NUM Unions were 
invited to 
develop the 
IDZ agreement 
Yes, because 
jobs will be 
created once 
construction of 
infrastructure is 
completed 
No, clearly 
government 
should spend 
in order to 
create jobs 
Private 
companies 
should only be 
involved as 
investors 
No Bigger 
companies 
Not entirely because 
unemployment is far 
too high in this 
province 
NUMSA Yes, there was 
greater 
consultation 
with local 
unions before 
Coega was 
established 
Coega has great 
potential for 
employment 
creation 
Financially 
yes, but the 
benefits will be 
worthwhile for 
our economy 
Yes, we need 
private 
companies to 
come and 
invest in 
Coega for jobs 
to be created 
_____
_ 
Textile; 
metal, 
transport 
etc 
Not Coega alone, we 
need more IDZs to 
tackle unemployment 
SAEWA Yes, trade 
unions were 
consulted 
Coega has a lot 
of potential for 
employment 
creation but the 
Eastern Cape 
needs more 
than Coega 
alone 
No because 
the income will 
start flowing 
into the project 
once investors 
come in 
Yes, but these 
companies 
should not 
take 
ownership of 
the IDZ as its 
is government 
supported 
No Mostly 
manufactur
ing 
industries 
Yes it is a solution but 
to a certain extent as 
unemployment 
figures in this 
province are higher 
than in any other 
province 
NETU Yes, they were 
consulted 
Coega has 
potential for 
employment 
creation 
because as 
investors open 
companies 
there, more jobs 
will be created 
It may be, but 
there’ll also be 
more jobs and 
so economic 
growth will 
improve 
Private 
companies will 
be there to 
invest 
Don’t 
know 
Manufactur
ing 
companies 
Yes, but government 
should invest more on 
initiatives such as 
IDZs in order to 
eradicate 
unemployment 
FAWU Yes, local 
unions were 
indeed 
consulted 
about Coega 
It has potential. It is but it is a 
government’s 
way of 
creating jobs 
As investors 
yes they will 
be involved 
-------- 
Manufactur
ing and 
transportati
on 
industries 
Yes, but Coega 
cannot solely solve 
unemployment. 
BCAWU Yes Coega has 
potential for both 
employment 
creation and 
economic 
growth 
Financially it is 
expensive but 
the benefits 
will make up 
for that 
Yes, private 
companies will 
come and 
invest 
--------- 
All 
companies 
wishing to 
invest 
there 
Not entirely because 
the Eastern Cape has 
huge figures of 
unemployment 
Table 6.2.2: Unions’ views about the Coega IDZ 
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 One of the core points of departure in this study was to examine unions’ 
perceptions about the Coega IDZ. With any industrial development initiative, the 
general anticipation is employment creation and contribution to economic 
development through the engagement of local businesses. Such anticipation was 
also applicable to the Coega IDZ as trade unions share the same anticipation 
with regard to the Coega project.  
 
 Trade unions are quite optimistic about the future of Coega as they regard this 
project as government’s attempt to uplift the economy and create employment 
opportunities. In addition to this, the Coega IDZ has gained a lot of government 
support including funding throughout its progressive stages and so the main 
question is will this project create these highly anticipated benefits. Coega has 
also endured a lot of critics including the question of sustainability of this project 
in terms of job creation and therefore this section will answer that. 
 
 
Some argue that Coega might be a justifiable way of creating jobs if the 
eradication of poverty and job creation could be prioritized. In addition, unions are 
also of the opinion that Coega alone cannot entirely solve the unemployment 
problem in the Eastern Cape but that it constitutes a considerable intervention to 
this problem. There is a general belief among trade unions that if Coega IDZ 
could be inclusive of people and communities surrounding the IDZ in operating 
the Coega project, then in the future this project could contribute immensely on 
the economic development of this region. In light of this, trade unions call for a 
job summit to engage businesses to plough back from their profits to contribute 
on the fight against unemployment and the subsequent poverty. Trade unions 
view Coega as being part of the solution to the problem of unemployment in the 
Eastern Cape and that more projects like Coega need to be considered for areas 
like the former Transkei as well. Concisely, in spite of uncertainties and 
controversies regarding Coega IDZ, trade unions are indeed optimistic about the 
future of this project. In view of the notion that Coega might be an expensive way 
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of creating jobs, unions argue contrary to this notion stating that attempts such as 
the development of IDZs by government are a justifiable means of creating jobs. 
Furthermore, unions argue that government should consider developing more of 
these initiatives in tackling unemployment as it is believed that Coega alone 
cannot entirely tackle unemployment but that only a part of this problem can be 
addressed by Coega. 
 
Regarding trade union representation in the Coega IDZ management, the study 
suggests that there is a lack of trade union representation in the Coega 
management as there is no particular representative specifically for trade unions 
within the IDZ itself but that the IDZ management engages trade unions on 
matters pertaining to IDZ. There also was a lack of response from subjects on 
this part which indicates that even if there is someone representing unions in the 
Coega management that is not known to most trade unions (See Table 6.2.2 
above). 
 
With regard to the involvement of the private sector in the Coega IDZ, unions are 
of the view that private companies will indeed become interested and invest in 
Coega but that the private sector should only be there as investors. Trade unions 
oppose the granting of the responsibility to run IDZ to private companies stating 
that the state should be the driver of IDZs and that it should take full responsibility 
of the activities taking place within the IDZ. There is a general perception among 
trade unions that where government has spent money and built the infrastructure, 
private companies tend to show interest in investing there only for profit 
generation with no regard for human development in the process.  
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6.2.3 SECTION C: Labour laws and safety standards in Coega 
 
Name of union Does Coega adhere 
to labour laws? 
How do you rate 
health and safety 
standards in 
Coega? 
Do you think South 
Africa should 
compromise labour 
laws to attract 
investors? Explain 
Are you satisfied with the 
grievance procedure in 
Coega IDZ 
MEWUSA Yes but it is still early 
to establish that as 
more investors are 
expected 
Good because 
there has not 
been many cases 
of misconduct 
No because workers in 
this country have 
fought hard for their 
rights 
No because the ZLA which 
our union also signed 
seem biased as there are 
only disciplinary measures 
for employees and mot for 
trade unions 
NUM It is companies that 
are given contracts by 
the CDC and the NPA 
that have to comply. 
Some do and some 
don’t 
That depends on 
the barometer one 
is using because 
there have been 
fatal accidents 
although there are 
no statistics 
If that happens, it 
means that workers 
should fight for the 
benefit of others which 
is not fair on workers. 
Yes and no. No because 
the rules are only there for 
employees and nothing 
against companies is done 
if they do not comply. 
NUMSA Yes, the ZLA was 
signed by both 
employer 
organizations and 
trade unions 
Good so far No, workers have rights 
in this country which 
should be protected. 
These rights cannot be 
crashed for any benefit 
Yes 
SAEWA So far Yes, the ZLA 
serves as one of the 
documents that both 
unions and employer 
organizations signed 
Good No, because the 
democracy of our 
country has granted 
workers rights which 
should be respected by 
employers from within 
SA and from foreign 
countries 
Yes 
NETU Yes because the ZLA 
protects workers from 
being exposed to 
dangerous working 
conditions. 
Fair because 
there have been  
reported cases of 
accidents at work 
No, our democracy 
does not allow that 
______________ 
FAWU Yes Good because 
apart from that 
case of a reported 
bridge that 
collapsed, there 
has not been any 
case of accidents 
since 
No, because workers 
have contributed 
tremendously to the 
development of our 
democracy 
Yes 
BCAWU It’s still early to tell but 
so far yes 
I’d say good 
although there 
have been 
reported incidents 
on site 
South Africa is a 
democratic country 
therefore government 
cannot compromise 
labour laws  
Yes 
Table 6.2.3: Trade unions’ views on labour laws and safety standards in Coega 
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Experience with developmental initiatives such as IDZs and EPZs in Southern 
African countries indicates that these initiatives tend to have had adverse effects 
for workers as discussed in chapter 2. In most countries, these initiatives are 
associated with the tendency to expose workers into dangerous working 
conditions. EPZs in particular, have highly been associated with the tendency for 
investors to disregard labour laws in host countries in which labour laws are 
compromised by government in an attempt to attract foreign investors. In South 
Africa, within the democratic government IDZs have been introduced with a 
similar motive which is that of attracting foreign investors. Given the fact that 
South Africa is a democratic country, one wonders if the same will be applied into 
South African IDZs such as Coega to attract foreign investors into Coega. The 
following section will address that. 
 
One of the major aims of this study was to determine compliance with South 
African labour laws as far as Coega is concerned and the safety of workers within 
the Coega IDZ by examining whether companies currently involved in the project 
adhere to these. The Zone Labour Agreement is a document that has specific 
stipulations on the safety and security of workers on the site and was signed by 
both employer organizations and trade unions concerned. Trade union 
signatories to this agreement include among others National Union of Mine 
Workers (NUM); National Union of Metal and Allied Workers Unions; Metal 
Electrical and Allied Workers Union of South Africa (MEWUSA); South African 
Electrical Workers Association (SAEWA); National Employees Trade Union 
(NETU); Food and Allied Workers Union (FAWU) most of which took part in this 
study.  
 
Within the Zone labour agreement, all parties that are signatories to the ZLA 
have a responsibility to ensure that successful hygiene, occupational health, 
safety and environmental standards are implemented. Therefore, it was agreed 
to, that occupational health and safety matters be approached in strict adherence 
to Legislation (Zone Labour Agreement draft, June 2002). 
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Contained in this agreement, are among others, grievance procedures 
concerning disputes that may arise on the site, worker leave; overtime 
agreements and safety measures. This also indicates that companies are 
therefore obliged to abide by the agreement in order to respect labour laws and 
safety standards in Coega as agreed to.  These agreements were apparently a 
product of a series of discussions between labour and business facilitated by the 
Eastern Cape Development Corporation (ECDC).  
 
The study suggests that while some companies do not comply with labour laws 
and workers’ safety standards, that in fact most of the companies in Coega do 
comply. However, some unions are of the opinion that the rules and regulations 
laid down in the Zone Labour Agreement in which the studied unions were 
signatories to, are in fact employer biased. Apparently, there are no specific 
stipulations against employers who do not comply with the regulations as far as 
other unions are concerned. 
The above argument is based on the notion that while there are no statistics on 
the frequency of accidents on site, there have been reported cases of accidents 
that have occurred on site.  
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6.2.4 SECTION D: Unions’ views on the arms deal 
 
Name of 
union 
Union position on the 
arms deal 
Was Coega IDZ 
linked to the 
arms deal? 
Substantiate 
your answer 
Briefly recommend how 
Coega could be 
transformed into a 
developmental tool 
towards the economy of 
the Eastern Cape. 
Is Coega a useless 
undertaking which will not 
generate income in the 
Eastern Cape? Explain 
reasons for your answer. 
MEWUSA _______ No If companies that are still 
aspiring could be given 
opportunities in the IDZ to 
open businesses there, 
there could be skills 
transfer which will help 
facilitate skills 
development 
No, because once the 
infrastructure is completed, 
more investors will be 
attracted which means more 
taxation on the part of 
government and in turn that 
will strengthen our economy 
NUM ________ ________ Coega should ensure 
skills development 
element on companies 
investing in Coega for the 
benefit of local 
businesses 
No, where there is accessible 
infrastructure for industries to 
transport products, more 
income will be generated 
NUMSA _______ No If recommendations made 
by COSATU could be 
practical then our 
economy could improve. 
No, because Coega will 
generate a lot of income for 
the entire Eastern Cape 
SAEWA _______ _______ Foreign investors should 
be obliged to hire local 
people and to train these 
people to facilitate skills 
development 
No, Coega will create jobs and 
will generate income so that 
cannot be useless 
NETU _______ _______ Small local companies 
should be given 
opportunities to operate in 
Coega in order to absorb 
technological skills 
Definitely not, in fact we need 
more IDZs in SA 
FAWU _______ No There should be more job 
opportunities in Coega 
No, Coega will attract foreign 
investment which will 
contribute to our economy 
BCAWU _______ No Coega should employ 
more young people from 
disadvantaged 
backgrounds to eliminate 
crime in our communities 
No, especially if government 
could exercise strict measures 
for investors to create jobs for 
South Africans. 
 
Table 6.2.4: Trade unions’ views on the arms deal 
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South African government has recently embarked on trade in arms. This has 
resulted in governments spending large sums of public funds in exchange for the 
sale of arms and anticipated economic benefits associated with these 
arrangements. Here in South Africa, there has been extensive debate on the 
issue of trade in arms and particularly on whether or not this bears the promised 
economic benefits.  
 
The arms acquisition by government was a means to facilitate industrial 
development. Industrial participation thorough arms acquisition has been 
tremendously associated with economic benefits for countries purchasing arms 
through these arrangements. However, some argue contrary to this notion stating 
that such arrangements on national economies of countries engaging into such 
transactions do not often bear the promised results for the economies of 
countries concerned. Unions in particular were of the view that these 
arrangements have a tendency to enrich only a select- few with no extensive 
economic spin-offs for host countries. 
 
In its 2001 document on the arms deal, COSATU’s views on this issue were 
clear. On this document, COSATU’s position was clearly opposing based on the 
notion   that such a strategy by government seemed likely to aggravate capital 
intensity; widen income inequalities by race, gender and region; do little to 
enhance skills development and leave the economy even more vulnerable to 
international fluctuations (COSATU, 2001). Such an argument by COSATU 
indicates that in this document COSATU clearly disapproved of government’s 
arms procurement program stating that such a program would have limited 
economic spin-offs and that it would limit contribution towards employment 
generation. 
 
One of the study objectives regarding the issue of the arms deal was to examine 
unions’ views on the matter as it relates to Coega so as to affirm unions’ position 
on this issue. With regard to the arms deal, studied trade unions were reluctant to 
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state their position or comment on the issue of the arms deal as far as the study 
is concerned. Others mentioned that there is no link between the arms deal and 
the Coega project. This hesitation to respond to this issue could be attributed to 
the sensitivity of the matter as this issue has been surrounded by scandals and 
reported cases of corruption in the country recently. Most of the participants 
refused to comment or express their views on the arms deal issue while others 
seemed to lack knowledge on the matter. The study suggests that over time, 
union’s position on the arms procurement program or the arms deal has 
somehow changed compared to the views documented in the 2001 paper on the 
arms deal issue.  
 
Nevertheless, unions generally believe that Coega could greatly contribute to the 
economic development of the Eastern Cape and that in time this initiative will 
play a tremendous role in eradicating unemployment in the region. This indicates 
that unions are indeed receptive of the Coega IDZ and of the IDZs in general as 
they believe that government should build more IDZs in order to generate 
employment opportunities. In addition, unions are of the perception that local 
SMMEs could also benefit tremendously from the IDZ through knowledge and 
skills transfer (See table 6.2.4 above).  
 
 
6.3 Conclusion 
 
In summary, the study suggests that while unions firmly believe that government 
should drive IDZs, they do not entirely rule out the engagement of the private 
sector in the IDZs but rather propose that government should limit such 
engagement on the part of the private sector. Trade unions are clearly among 
those that are optimistic of the future of the Coega IDZ development as they 
believe that IDZs could play a huge role in generating employment opportunities 
for the people and that through these initiatives economic growth could be 
possible for the Eastern Cape. 
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Chapter 7 
 
Implications of the study, conclusion and recommendations 
 
 
7.1 Introduction 
 
Having studied trade unions’ perceptions about the Coega IDZ, a few aspects 
became clear. A lot of aspects embedded in the objectives of the study were also 
explored and answers to most of the specific questions were answered. A brief 
reflection on the study objectives and whether these have been addressed in the 
study will be discussed in the following sections. 
 
 Two main points became quite clear in the study and these were premised in the 
study objectives which included among others the following aspects that will be 
discussed individually: 
 
• The extent of involvement of unions on industrial development issues and 
to find out whether unions have alternative views on industrial 
development. 
•  A lack of industrial policy in which unions play a decisive role. 
 
7.2 The extent of involvement of unions on industrial development issues 
 
Trade unions view industrial development as one of the main developmental 
tools by which government can create employment and develop infrastructure. 
Trade unions believe that government should embark on the initiatives of this 
nature to eradicate unemployment. However, trade unions stand firm on the 
argument that Industrial Development Zones (IDZs) should be driven by 
government and that government should play a facilitative role in the day-to-day 
operation of industrial development zones.  
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In view of the above statement, COSATU proposed that government should set 
an enabling environment for unions to bring their members on board regarding 
what is happening on all the issues at NEDLAC COSATU (third Central 
Committee, September 2005).  Regarding the issue of the noted gap between 
policy making at national level and at provincial level, trade unions stressed the 
need for the interpretation and implementation of national policies at provincial 
and local level.   
 
At local level, unions are of the view that they have been excluded from major 
developmental strategies like the Integrated Development Plans (IDP) and local 
budgeting processes and that there has been lack of co-ordination and 
engagement on these activities (Interview with Mr. Mokoena, October 2005). This  
[he adds] can be attributed to lack of commitment by local government to engage 
and involve local trade unions in these matters. 
 
 
On the issue of involvement in industrial development issues, unions are of the 
perception that trade unions are greatly sidelined as far as industrial development 
process is concerned. The study suggests that COSATU in particular is of the 
view that whilst the organization is also part of the ruling party alliance, major 
industrial development decisions are taken in an exclusionary fashion. This 
indicates that trade unions are not satisfied with the process of policy making with 
regards to industrial policy development. Therefore a thorough investigation and 
follow-up on unions’ stand on this issue is of great importance. 
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7.3 A lack of industrial policy in which unions play a decisive role 
 
 In South Africa, one of the major accomplishments of this country’s democracy 
has been the emergence of processes and institutions through which workers 
and unions may gain involvement in major economic decisions such as industrial 
development. It has been through the democratic regime that the innovation of 
engaging the state, labour and business in important decisions pertaining to 
economic and industrial development was achieved. Such achievements are new 
within the South African labour movement as workers and unions were 
systematically excluded from economic decision-making in the past. These 
accomplishments were a product of extensive debate among scholars, unionists 
and industrialists after the 1994 elections. National Economic Development and 
Labour Advisory Council (NEDLAC) is one of the new institutions within the 
democratic South Africa through which workers and trade unions are presented 
with the opportunity to be involved in economic policy-formulation. 
 
Prior to the 1994 elections, unions were determined to ensure that industrial 
policy would be developed on a tripartite basis by government, unions and 
business. Since the establishment of NEDLAC and over time, this economic 
restructuring seems to have been challenged by conflicting interests between 
these three social partners. For instance, it has been argued that business has 
on numerous occasions opted to secure its interests by tacitly lobbying 
government officials and senior civil servants than through entering negotiations 
at NEDLAC over macroeconomic aspects (Adler, 2000:18). 
 
However, this cooperation between these three social partners seems to have 
waned over time. The study finds out that the fact that trade unions support 
Industrial Development Zones does not automatically mean that they agree or 
that they approve of government policies. Unions still have serious reservations 
regarding economic policy in South Africa. 
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7.4 A conclusive summary on the study of trade unions’ perceptions about 
the Coega IDZ  
 
Despite unions’ reservations regarding economic policy process, the study 
suggests that with regard to the Coega IDZ and the IDZ concept in general trade 
unions are quite optimistic. Trade unions also pointed out that the fact that trade 
unions were engaged from the very onset of the IDZ concept allowed unions the 
opportunity to ensure that the EPZ practices do not apply in the Coega IDZ. This 
according to unions also allowed the opportunity for the union federation to 
express its perceptions and views regarding how these initiatives could be run in 
a manner in which labour laws are considered (Interview with Mr. Wayile, 
October 2005). Through this engagement, unions also managed to ensure that 
agreements exist within various unions in the Coega IDZ and the employer 
organizations and the Zone Labour Agreement was a result of negotiations with 
unions.  
 
However, there seems to be a lack of representation for trade unions among the 
Coega management. Although unions are represented among the ECDC board, 
there is no specific individual among the Coega management particularly 
representing trade unions as far as the study is concerned (or at least at the time 
of writing).  That though, does not seem to hinder cooperation between unions 
and Coega management as it is pointed out by unions involved, that the Coega 
management engages unions and business on all challenges confronting these 
social partners. 
 
With regard to the economic impact and employment generation potential of the 
Coega IDZ project, unions also seem quite optimistic about the economic spin-
offs expected from this project. The fact that the DTI responded positively on the 
recommendations made by trade unions on how IDZs should be run indicates 
that although unions are not entirely involved in the decision making process 
concerning industrial matters, that their views are considered. 
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 Trade unions made it clear on their 2001 submission that the arms deal offsets 
and the industrial participation program will not generate employment for poor 
people in South Africa. On the contrary, with Coega which also benefited from 
the arms deal, unions are positive about the potential of the Coega project to 
generate employment for the poor people of the Eastern Cape and to enhance 
economic growth. Based on findings from this study, unions seem to have shifted 
from the perception that the arms procurement program will only intensify capital, 
into a perception that views IDZs as tools for industrial development.  
 
Respondents were quite hesitant to answer questions about the arms deal both 
from the interviews and from questionnaires most of whom decided not to 
respond at all. This lack of response from unions on the link between the arms 
deal and the Coega project demonstrated by unions can be attributed to the 
sensitivity of the issue of the arms deal which has been surrounded by corruption 
and scandal.  
 
 
However, with reference to unions’ overall response to the Coega IDZ, unions 
seem quite confident about the future of IDZs and about the economic spin-offs 
that Industrial Development Zones in general will generate. They also perceive 
IDZs as developmental tools capable of facilitating economic growth and 
development. Nevertheless, IDZs are a new initiative in South Africa and most of 
these initiatives are currently under construction. This prompts for a further study 
on developments of this nature so as to explore the reality of the economic 
potential premised in these initiatives. In summary, a study on the sustainability 
of these initiatives will be crucial in the near future so as to validate the 
anticipated developmental potential associated with IDZs as viewed by unions.   
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